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SUMMARY  OF  EVALUATION  OF  OLD  MINT  DEVELOPMENT  PROPOSALS 


I.  Background 

The  Building  and  the  RFP.  The  Old  Mint  is  a  National  Historic  Landmark  and 
one  of  the  City's  most  significant  buildings.  Although  currently  owned  by  the  Federal 
Government,  the  City  and  the  Federal  Government—through  the  General  Services 
Administration  ("GSA")— have  negotiated  the  terms  of  a  no-cost  transfer  of  the  Old  Mint. 
Prior  to  seeking  Board  of  Supervisors  approval  of  that  transfer,  City  staff  have  sought  to 
identify  likely  future  uses  of  the  building.  Towards  that  end,  the  Mayor  established  the 
Old  Mint  Task  Force  to  advise  the  City  on  the  terms  of  the  transfer  from  the  Federal 
Government  and  to  help  City  staff  evaluate  development  plans  for  reuse  of  the  Mint. 

On  April  15,  2002,  the  Old  Mint  Task  Force  approved  the  form  of  a  Request  for 
Proposals  ("RFP")  soliciting  development  plans  for  the  rehabilitation  and  reuse  of  the 
Old  Mint.  The  RFP  included  specific  submittal  requirements  and  criteria  for  evaluating 
submittals.  After  once  extending  the  submittal  deadline  to  October  18,  2002,  the  City 
received  three  responses  to  the  RFP.  The  three  respondents  to  the  RFP  were  Landair 
Project  Resources-Urban  Initiatives  and  Northern  Real  Estate  ("LPR/  Northern"),  the  San 
Francisco  Museum  and  Historical  Society  ("SFMHS"),  and  Destination  Club  Partners 
("DCP"). 

Review  Committee  and  Consultants.  A  three-member  Review  Committee  of 
City  staff  was  convened  to  review  and  analyze  the  proposals  according  to  the  selection 
criteria  set  forth  in  the  RFP  and  to  present  recommendations  to  the  Old  Mint  Task  Force. 
The  Review  Committee  was  comprised  of  the  City  Architect,  the  Deputy  Director  of  the 
Department  of  Public  Works  and  City  Engineer,  and  the  Project  Manager  for  the  Old 
Mint  from  the  Mayor's  Office  of  Economic  Development.  The  members  of  the  Review 
Committee  reviewed  all  three  of  the  initial  proposals,  participated  in  oral  interviews  of 
the  three  teams,  and  reviewed  the  supplemental  information  provided  by  all  three 
respondents  in  response  to  follow-up  questions  to  the  oral  interviews. 

The  Review  Committee  also  relied  on  analysis  provided  by  two  outside  expert 
consultants  retained  by  the  City:  (i)  Bay  Area  Economics,  an  urban  development 
economics  firm,  and  (ii)  Carey  &  Co.  Inc.,  historic  preservation  architects. 
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Carey  &  Co.  Inc.  also  serve  as  the  Historic  Preservation  Consultant  selected  to  review 
and  approve  plans  for  the  Old  Mint  with  the  State  Historic  Preservation  Office  ("SHPO") 
according  to  the  processes  set  forth  in  the  Deed  and  Programmatic  Agreement  for  transfer 
of  the  Old  Mint. 

Bay  Area  Economics  prepared  a  written  report  focusing  on  the  relative 
development  experience,  qualifications,  and  financial  capabilities  of  the  three 
respondents,  as  well  as  the  overall  financial  feasibility  of  the  three  proposals.  A  copy  of 
Bay  Area  Economics'  report  is  attached  to  this  Summary  as  Appendix  A.  Carey  &  Co. 
Inc.  prepared  a  separate  report  focusing  on  the  historic  preservation  experience  and 
qualifications  of  the  three  respondent  teams,  as  well  as  the  relative  consistency  of  the 
three  development  proposals  with  the  Secretary  of  Interior's  Standards  for  Treatment  of 
Historic  Properties  (the  "Standards").  A  copy  of  Carey  &  Co.  Inc.'s  report  is  attached 
hereto  as  Appendix  B.  Both  consultant  teams  reviewed  all  of  the  submitted  materials  and 
participated  in  the  oral  interviews. 

The  Teams.  DCP  provides  development  consulting  services  for  others  and  is 
expanding  its  business  to  act  as  a  developer  for  luxury  residence  club  projects.  DCP  was 
involved  as  a  consultant  with  the  first  residence  club  project,  at  the  Deer  Valley  Resort  in 
Park  City,  Utah.  DCP  also  served  as  a  consultant  to  Millennium  Partners,  the  developer 
of  the  Phillips  Club,  an  urban  residence  club  project  in  New  York  City.  Other  residence 
club  projects  to  which  DCP  has  provided  consulting  services  are  located  in  Telluride, 
Steamboat  Springs  and  Vail,  Colorado.  DCP  stated  in  its  oral  interview  that  it  has  served 
as  the  actual  developer  of  a  built  residence  club  project  in  Calistoga,  California,  but  no 
further  project  details  were  provided. 

LPR/Northem  is  comprised  of  three  partners.  One  partner,  Landair  Project 
Resources,  provides  owner's  representation  and  technical  support  in  pre-development, 
financing,  development,  and  operations  for  community  and  economic  development  and 
real  estate  development  projects  in  the  northeastern  U.S.  The  firm  has  extensive 
experience  with  a  range  of  performing  arts  and  cultural  facilities  in  the  New  York  area. 
Another,  Urban  Initiatives  (UI),  is  a  consulting  firm  that  provides  technical  assistance  for 
the  development  of  housing  for  low-to  moderate-income  households  and  special  needs 
populations.  LPR-UI  is  a  joint  venture  established  by  the  two  teams.  Northern  Real 
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Estate  is  an  Oakland-based  MAVBE  firm  providing  real  estate  development  consulting 
and  management  services  that  is  acting  as  LPR-UFs  local  joint  venture  partner  for 
redevelopment  of  the  Old  Mint.  The  LPR/Northem  team  indicated  its  intention  to  add  a 
local  land  use  attorney  and  builder  to  its  team  to  strengthen  its  capability. 

The  SFMHS  is  a  new  non-profit  corporation  created  this  year  by  the  merger  of  the 
San  Francisco  Historical  Society  and  the  Museum  of  the  City  of  San  Francisco.  The 
organization  is  the  City's  officially  designated  history  museum.  The  organization  has 
over  1,500  members  and  is  a  sponsor  of  the  Barbary  Coast  Historic  Trail,  operates  City 
Museum  exhibits  in  the  South  Light  Court  of  City  Hall,  and  provides  online  education  on 
San  Francisco  history  among  its  activities.  The  Society  is  advised  by  the  San  Francisco 
Museum  and  Historical  Society  Advisory  Committee  that  was  created  by  the  Board  of 
Supervisors  earlier  this  year  to  publicly  discuss  and  make  recommendations  to  the  Board 
of  Supervisors  and  Fine  Arts  Museums  Board  regarding  a  range  of  issues,  including,  but 
not  limited  to,  the  management  and  potential  merger  of  City  history  collections  and  the 
identification  of  permanent  exhibition  venue(s)  for  the  SFMHS' collection. 

The  Proposals.  For  the  Old  Mint,  DCP  envisions  creating  32  to  38  residence 
club  units'  on  the  ground,  first,  second  and  attic  floors  of  the  Old  Mint,  with  a  rooftop 
pool  and  exercise  room.  Approximately  10,000  square  feet  of  the  ground  floor  on  the 
Fifth  Street  side  of  the  building  would  be  made  available  on  terms  to  be  identified  to  a 
public  user,  such  as  a  museum,  that  is  also  yet  to  be  identified.  Small  meeting  rooms  on 
the  first  floor  would  be  made  available  for  rent  on  a  reservation  basis  to  the  public.  The 
primary  entrance  to  the  residence  club  units  would  be  off  of  Mint  Street,  on  the  west  side 
of  the  building  via  a  new  private  entrance  that  would  be  built.  Mint  Street  and  Jessie 
Street  on  the  north  side  of  the  Old  Mint  would  be  narrowed  and  heavily  landscaped  to 
provide  private  courtyards  for  ground  floor  residence  club  units  as  well  as  a  visual 
amenity  for  neighbors  and  passers-by.  Exterior  improvements  around  the  Old  Mint 
would  also  create  approximately  10,500  square  feet  of  publicly  accessible  garden  areas. 

'  According  to  DCP,  the  residence  club  concept  is  approximately  ten  years  old  and  was  created  to  provide 
an  upscale  shared  ownership  opportunity  for  high-income  households  that  are  not  interested  in  sole 
ownership  of  a  second  home.  The  residence  club  concept  is  distinguished  from  other  timeshare  or  interval 
ownership  by  its  higher  price  point  for  units,  higher  level  of  service,  smaller  number  of  owners  per  unit 
(typically  eight  or  less),  and  because  it  provides  each  owner  an  interest  in  the  ownership  of  the  property. 
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For  the  Old  Mint,  the  LPR/Northem  team  envisions  creating  a  mixed-use 
development  project  anchored  by  a  mixed-income  rental  residential  project  consisting  of 
43  dwelling  units  (22  market-rate  units,  21  affordable  units  for  households  earning  no 
more  than  60  percent  of  the  Area  Median  Income)  that  would  be  located  on  part  of  the 
first  floor,  the  entire  second  floor,  and  the  attic  level  enlarged  through  additions.  A 
numismatic  museum,  whose  development  would  involve  the  California  Numismatic 
Society,  would  occupy  approximately  18,000  square  feet  on  the  Fifth  Street  side  of  the 
first  floor  and  the  central  area  of  the  ground  floor.  A  combination  of  retail  and  office 
uses  would  occupy  approximately  17,7000  square  feet  on  the  perimeter  area  of  the 
ground  floor;  this  area  includes  glass  pavilion  additions  on  three  sides  of  the  ground 
floor.  The  LPR/Northem  team  believes  that  a  number  of  coin  retailers  and  related 
businesses  would  be  interested  in  the  retail  and  office  space. 

For  the  Old  Mint,  the  SFMHS  is  proposing  to  create  a  mixed-use  development 
that  would  be  anchored  by  an  expanded  Museum  of  the  City  of  San  Francisco  occupying 
approximately  41,500  square  feet,  spread  throughout  all  floors  of  the  building,  with  the 
primary  exhibit  areas  on  the  attic  level  where  the  roof  would  be  raised.  Special  exhibits 
would  also  be  located  in  an  enclosed  ground-floor  courtyard  area  created  by  restoration 
of  the  historic  central  courtyard.  Exhibits  arranged  through  the  affiliations  program  of 
the  Smithsonian  Institution  would  be  located  on  the  first  floor  of  the  building,  along  with 
smaller  exhibit  areas,  reception,  banquet  and  reception  rooms,  and  a  gift  shop.  The  first 
floor  would  also  contain  5,000  square  feet  for  the  main  San  Francisco  Visitor  and 
Convention  Bureau  Information  Center,  which  would  be  relocated  from  its  current 
location  in  Hallidie  Plaza.  The  second  floor  would  also  contain  4,000  square  feet  for  the 
offices  of  San  Francisco  Beautiful  and  other  community  non-profit  organizations.  The 
U.S.  Mint  would  occupy  6,000  square  feet  on  the  ground  floor  for  exhibits  and  its  retail 
store.  The  balance  of  the  ground  floor  would  be  occupied  by  10,500  square  feet  of  retail 
and  restaurant  uses,  including  a  restaurant  to  be  operated  by  the  Lark  Creek  Restaurant 
Group  (Bradley  Ogden). 


4 


II.  Executive  Summary 


The  RFP  identified  three  sets  of  selection  criteria  for  evaluating  proposals  to 
develop  the  Old  Mint:  (i)  "Experience  and  Qualifications,"  including  experience  with 
historic  preservation,  overall  development  experience,  the  abilities  of  key  personnel 
assigned  to  the  project  and  financial  capability,  (ii)  "Development  and  Management 
Plans,"  including  the  extent  to  which  the  public  will  have  opportunities  to  use  and  enjoy 
the  building,  the  consistency  of  the  renovation  plans  with  the  Secretary's  Standards,  and 
the  viability  of  plans  to  manage  and  operate  the  building  on  an  on-going  basis,  and 
(iii)  "Financial  Terms,"  including  the  overall  financial  feasibility  of  the  project. 

One  of  the  most  difficult  aspects  of  the  Review  Committee's  work  was  to  try  to 
balance  and  prioritize  the  different  policy  objectives  set  forth  in  the  RFP.  That  task  was 
made  even  harder  because  (as  described  below)  the  primary  bases  for  distinguishing 
among  the  proposals  related  more  to  these  underlying  policy  objectives  than  formulaic  or 
mathematically  objective  distinctions. 

Ultimately,  the  Review  Committee  determined  that  all  three  teams  were  relatively 
comparably  qualified—each  had  different  strengths  and  weaknesses,  but  none  really  stood 
out  from  the  others.  Similarly,  (and  not  surprisingly  in  light  of  Bay  Area's  Economics' 
April  2002  Feasibility  Study  on  the  Old  Mint),  all  three  proposals  raise  significant 
financial  issues,  and  none  offered  a  clearly  more  feasible  project  than  the  others. 

However,  the  proposals  were  materially  different  in  two  critical  policy  areas: 
historic  preservation  and  public  use.  On  the  one  hand,  DCP's  "residence  club"  concept 
was  determined  to  be  (by  far)  the  easiest  project  to  implement  within  the  Secretary's 
Standards.  However,  (and  somewhat  paradoxically),  it  offered  the  least  opportunities  for 
public  use  and  enjoyment  of  the  important  historic  features  it  would  preserve.  On  the 
other  hand,  the  SFMHS'  museum  and  mixed-use  concept  was  determined  (by  far)  to 
provide  the  greatest  opportunity  for  public  use  and  enjoyment  of  the  building,  but  its 
proposal  will  have  to  be  refined  the  most  to  comply  with  the  Secretary's  Standards 
because  it  involves  the  most  extensive  changes  to  the  building.  LPR/Northem  came  in 
the  middle  on  both  issues,  but  was  not  very  highly  rated  in  either. 

In  reconciling  these  two  competing  policies,  the  Review  Committee  was  guided 
by  the  importance  that  the  Task  Force,  members  of  the  public  and  the  RFP  itself  placed 
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on  maximizing  public  access  to  the  Old  Mint.^  Ultimately,  the  Review  Committee 
concluded  that  the  magnitude  and  nature  of  the  challenges  SFMHS'  plans  posed  with 
regard  to  meeting  the  Secretary's  Standards  were  less  severe  and  easier  to  fix  than  the 
inherent  problems  with  public  use  and  enjoyment  presented  by  the  other  two  plans. 
Moreover,  in  the  face  of  comparably  qualified  teams  and  unavoidable  financial 
uncertainty  in  all  three  proposals,  the  Review  Committee  elected  to  "aim  high"  and 
recommend  SFMHS'  proposal  because  it  offers  the  greatest  potential  public  benefit  to  the 
City.  A  more  detailed  description  of  the  Review  Committee's  analysis  of  the  proposals 
under  the  RFP's  selection  criteria  is  set  forth  below. 

III.  Selection  Criteria 

The  Review  Committee  considered  all  of  the  criteria  set  forth  in  the  RFP. 
Detailed  analyses  of  each  of  the  proposals  under  many  of  those  criteria  are  set  forth  in 
Bay  Area  Economics'  and  Carey  &  Co.  Inc.'s  consultant  reports  attached  hereto  as 
Appendix  A  and  B  respectively.  While  the  following  summaries  do  not  attempt  to 
describe  every  factor  considered  by  the  Review  Committee,  it  is  intended  to  reflect 
certain  key  issues  and  areas  of  distinction  that  weighed  particularly  heavily  in  the  Review 
Committee's  final  recommendation. 

A.  Experience  and  Qualifications  (35  Points): 

Under  the  RFP,  the  respondent's  experience  and  capabilities  to  perform  all 
aspects  of  the  project  receive  up  to  35  out  of  100  total  points.  Significant  factors  related 
to  the  Review  Committee's  evaluation  of  this  criteria  generally  fell  into  three  sub- 
categories (i)  experience  and  qualifications  renovating  historic  structures,  (ii)  experience 
and  qualifications  with  mixed-use  urban  real  estate  development  projects,  and  (iii)  the 
financial  capabilities  of  the  respondents. 

As  more  specifically  provided  in  Carey  &  Co.  Inc.'s  report,  all  three  teams  were 
deemed  to  be  relatively  comparably  qualified  regarding  the  rehabilitation  of  significant 

^  The  RFP  expressly  states  that  "Proposals  with  more  public  uses  will  be  rated  more  favorably  than  those 
with  less  public  uses." 
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historic  buildings.  The  Review  Committee  noted  initially  that  of  the  three  respondent 
entities  (without  regard  to  its  consultants),  LPR/Northem  had  the  most  development 
experience  with  prior  historic  projects.  However,  because  that  experience  was  provided 
mainly  as  a  consultant  or  "owner's  representative,"  not  as  a  developer  investing  equity 
and  taking  on  development  risk,  the  Review  Committee  evaluated  this  criteria  according 
to  the  qualifications  of  each  respondent's  entire  team,  including  consultants. 

All  three  teams  included  professionals  (including  architects,  contractors  and 
historic  preservation  consultants)  with  extensive  experience  renovating  historic 
properties.  Each  team  was  able  to  demonstrate  experience  with  National  Historic 
Landmarks  primarily  through  the  historic  preservation  consultants.  All  three  teams 
included  structural  engineers  experienced  with  historic  projects.  In  the  area  of 
construction,  both  DCP  &  SFMHS  were  strong,  with  LPR/Northem  lacking  a  builder  or 
construction  manager.  Ultimately,  the  Review  Committee  concluded  that  while  there 
were  differences  between  the  teams,  cumulatively  they  could  not  rank  one  team's 
experience  and  qualifications  regarding  the  renovation  of  historic  structures  significantly 
higher  than  the  others. 

All  three  respondents  were  also  deemed  comparably  qualified  in  the  area  of  real 
estate  development  experience.  Bay  Area  Economics  stressed  in  its  analysis  that  none  of 
the  three  entities  has  significant  experience  acting  as  a  developer  (i.e.,  the  entity  that  puts 
up  the  equity,  secures  the  financing  and  bears  the  financial  risk  of  a  project).  For  the 
SFMHS,  a  non-profit  cultural  institution,  that  conclusion  was  somewhat  expected—few 
cultural  institutions  have  direct  experience  with  development.  Less  obviously,  BAE's 
research  indicated  that  most  of  LPR/Northem 's  and  DCP's  prior  experience  as  business 
entities  were  provided  in  the  capacity  of  a  consultant  or  as  an  owner's  representative. 
Neither  demonstrated  a  track  record  developing  completed  projects  or  provided  enough 
information  to  determine  even  whether  the  projects  they  consulted  on  had  been 
successful.  Thus,  as  with  the  historic  preservation  experience  criteria,  the  Review 
Committee  concluded  that  the  best  way  to  assess  this  element  of  the  RFP  was  to  look  at 
all  three  respondent  teams  as  whole. 

All  three  teams  include  individuals  with  good  real  estate  experience.  The  DCP 
team  has  extensive  experience  working  with  residence  clubs  and  LPR/Northem  has 
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extensive  experience  working  in  the  areas  of  affordable  housing  and  arts  and  cultural 
institutions,  but  none  of  the  individuals  in  these  organizations  had  worked  locally  in 
San  Francisco.  SFMHS'  team  demonstrated  slightly  less  experience  with  the  financial 
aspects  of  real  estate  development,  but  showed  more  experience  with  local  projects  and 
entitlements. 

Finally,  all  three  respondents  were  judged  relatively  comparably  in  the  area  of 
financial  capacity  to  cover  initial  capital  expenditures  and  operating  costs. 
Unfortunately,  here  it  was  because  none  of  the  three  teams  currently  have  the  financial 
resources  necessary  to  develop  the  project,  although  all  three  described  plans  for  raising 
those  funds.  In  fact,  DCP  and  LPR/Northem  completely  failed  to  provide  much  of  the 
financial  data  requested  in  the  RFP  and  in  follow-up  written  questions,  making  assessing 
their  respective  financial  capabilities  or  their  ability  to  secure  the  types  of  financing 
described  in  their  proposals  difficult.  In  addition,  neither  DCP  or  LPR/Northem  report 
financial  information  through  typical  reporting  services  like  Dun  and  Bradstreet,  the 
leading  provider  of  financial  information  on  businesses.  SFMHS  did  provide  the 
financial  information  required  by  the  RFP,  but  those  financial  records  revealed  little 
accumulated  cash  reserves  and  relatively  low  net  worth. 

Perhaps  most  importantly,  as  noted  in  BAE's  report,  none  of  the  three  respondent 
teams  demonstrated  currently  available  sources  of  funds  to  pay  for  either  (i)  the  extensive 
pre-development  costs  required  to  take  a  project  like  this  through  the  project  approval 
and  negotiation  process  (including  environmental  review,  and  legal  and  architecture  and 
engineering  costs)  or  (ii)  the  equity  contributions  necessary  to  support  likely  sources  of 
debt  financing. 

All  three  proposals  rely  on  proceeds  from  historic  and  other  tax  credits  for  some 
form  of  equity.  However,  those  proceeds  can't  be  realized  until  after  the  project  (at 
considerable  cost)  is  entitled  and  the  final  transaction  structured.  Furthermore,  BAE 
noted  that  IRS  rules  require  substantial  levels  of  equity  investment  in  order  to  meet  the 
"economic  interest"  requirements  for  historic  tax  credits.  During  the  interviews,  DCP 
and  LPR/Northem  suggested  they  would  also  rely  on  private  investors  as  sources  of 
equity,  but  failed  to  identify  any  investors  or  present  evidence  of  their  commitment  or 
financial  capabilities.  The  SFMHS  relies  principally  on  a  capital  fund  raising  campaign 
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for  its  source  of  pre-development  and  equity  funding,  but  failed  to  demonstrate  specific 
experience  witii  or  plans  for  running  a  capital  fund-raising  campaign. 

Ultimately,  none  of  the  three  teams  include  well-established  business  entities  with 
a  demonstrated  track  record  in  development  and  a  reliable  source  of  equity  for  the 
project.  Instead,  all  three  teams  appear  to  be  comprised  of  well-qualified  consultants 
with  generalized  plans  to  raise  the  necessary  funds.  Overall,  SFMHS  was  given  a  slight 
edge  in  this  category  primarily  because  of  the  breadth  of  its  team's  experience  with 
development  in  San  Francisco  and  because  it  gave  the  best  presentation  to  the  Task  Force 
and  the  most  well  thought-out  answers  at  the  oral  interviews.  Final  scores  in  this 
category  were  as  follows: 


LPR/NORTHERN 

DCP 

SFMHS 

Experience  and  Qualifications 

20/35  points 

20/35  points 

21/35  points 

35  points 

Factors  include: 

•  exp.  with  historic  renovation 

•  exp.  managing  historic  resources 

•  overall  business  ability 

•  key  personnel 

•  financial  capability 

(See  Section  VII  of  RFP  for 
complete  list  of  evaluation  criteria) 

B.  Development  and  Management  Plans  (35  points): 

Under  the  RFP,  up  to  35  out  of  100  points  were  allocated  to  "Development  and 
Management  Plans."  Relevant  factors  under  this  criteria  included  (i)  the  consistency  of 
the  development  plans  with  the  Secretary's  Standards,  (ii)  the  amount  of  public  use 
provided  for  in  the  proposals,  and  (iii)  the  viability  of  respondents'  plans  for  managing 
the  building  on  an  ongoing  basis.  As  noted  in  the  Executive  Summary  above,  the  Review 
Committee's  evaluation  of  this  criteria  provided  the  primary  basis  for  its  final 
recommendation. 
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All  three  proposals  were  reviewed  by  Carey  &  Co.  Inc.  to  determine  their  relative 
consistency  with  the  Secretary's  Standards.  In  many  cases,  that  analysis  was  limited 
because  the  level  of  architecture  and  engineering  appropriate  for  a  response  to  an  RFP 
does  not  provide  enough  detail  to  properly  evaluate  the  full  range  of  potential  historic 
preservation  issues.  However,  it  was  fairly  apparent  to  Carey  &  Co.  Inc.  and  the  Review 
Committee  that  one  proposal  was  easier  to  implement  within  the  Secretary's  Standards 
than  the  others. 

Of  the  three,  DCP's  plan  appears  to  be  the  easiest  to  implement  within  the 
Standards,  by  far.  The  project  proposes  very  minor  changes  to  the  interior  special 
configurations,  thus  leaving  the  structure  virtually  intact.  The  project  does  not  even  alter 
original  window  and  door  locations.  Some  additional  partitions  are  required,  for 
example,  where  bathrooms  are  added  to  the  units,  but  the  proposed  modifications  are 
appropriate.  The  one  small  addition,  a  porte  cochere,  can  easily  be  made  to  meet  the 
Standards. 

LPR/Northem's  and  SFMHS'  proposals  both  require  significantly  more  changes 
to  the  building  than  DCP's.  For  example,  both  require  expanding  the  roof  area  to  create 
significant  amounts  of  new  leaseable  square  footage.  Many  of  the  required  changes  will 
raise  new  problems  (such  as  the  need  for  elevators  or  stairways)  that  need  to  be 
reconciled  with  the  Standards.  Of  the  two,  LPR/Northem's  plans  appear  to  better 
preserve  the  current  view  of  the  roof  line  from  the  street  than  SFMHS',  and 
LPR/Northem  did  a  better  job  of  responding  to  questions  related  to  its  designs.  SFMHS 
seems  unsure  about  the  direction  of  its  design  plans.  It  made  fairly  major  changes  to  its 
designs  between  its  initial  proposals,  the  oral  interviews  and  its  supplemental  answers, 
and  yet  still  failed  to  address  a  number  of  preservation-related  issues.  On  the  other  hand, 
SFMHS  was  the  only  one  of  the  three  to  present  a  detailed  structural  scheme,  and  Carey 
&  Co.  Inc.  thought  that  the  prospects  for  using  "core  drilling,"  as  proposed  by  this  team 
for  the  seismic  stabilization,  were  good. 

The  three  proposals  also  presented  very  different  opportunities  for  public  use  and 
enjoyment  of  the  Old  Mint.  The  Review  Committee  found  that  SFMHS'  proposal 
satisfied  the  RFP's  objectives  for  public  use  much  more  effectively  than  the  other  two 
proposals.  Almost  all  of  the  SFMHS'  proposed  uses,  including  the  most  important 
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revenue  generating  ones  like  the  museum,  the  visitor  center,  restaurants  and  retail,  allow 
frequent  and  free  public  access  to  the  building. 

LPR/Northem's  and  DCP's  proposals  are  both  anchored  by  the  least  public  use  of 
all,  residential.  LPR/Northem  also  had  the  largest  office  component—another  classically 
non-public  use.  And  while  both  proposals  allocate  significant  square  footage  for  public 
uses  (including  specifically  for  museums),  their  proposals  and  responses  to  questions 
suggest  that  the  public  uses  have  been  conceived  of  largely  as  an  after-thought,  included 
only  for  the  purpose  of  trying  to  address  the  requirements  of  the  RFP. 

DCP's  and  LPR/Northem's  lack  of  planning  for  public  and  mixed  uses  was 
evident  in  their  business  plans.  Of  the  three,  SFMHS  clearly  had  the  best  thought-out  and 
most  detailed  business  plan,  including  letters  of  interest  from  several  prospective  tenants. 
DCP  provided  some  information  regarding  its  business  plans  related  to  the  residential 
side  of  their  project,  but  none  regarding  the  other  "mixed"  uses.  LPR/Northem  identified 
the  Califomia  Numismatic  Society  as  a  potential  tenant/operator  of  its  museum  and  its 
response  contains  one  letter  from  National  Collectors  Mint,  Inc.,  expressing  interest  in 
1,000  square  feet  of  space,  but  provided  no  business  plans  at  all  and  failed  to  include  in 
its  pro  formas  any  money  to  help  build  or  operate  that  museum. 

The  Review  Committee  concluded  that  this  category  provided  the  clearest  bases 
for  distinguishing  among  the  three  proposals.  DCP  proposed  the  easiest  project  to 
implement  within  the  Standards  and  the  SFMHS  had  the  best,  most  public  use  and  the 
most  well  thought-out  business  plans.  The  Review  Committee  finally  determined  that  the 
magnitude  and  nature  of  the  challenges  posed  by  SFMHS'  plans  with  regard  to  meeting 
the  Secretary's  Standards  are  likely  easier  to  fix  than  the  inherent  problems  with  public 
use  and  enjoyment  presented  by  the  other  two  plans.  They  also  concluded  that  a  project 
that  preserves  such  an  important  historic  building  mainly  for  a  limited  number  of 
residents  is  unlikely  to  receive  the  level  of  public  support  it  will  need  to  be  built.  SFMHS 
was  also  given  additional  credit  for  better,  more  detailed  business  plans.  Final  scoring  in 
this  criteria  was  as  follows: 
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LPRXORTHERN  DCP 


SENIHS 


Development  and  Management 
Plans 

35  points 

Factors  include: 

•  public  use 

•  historic  presen  ation 

•  quality  of  proposed 
improvements 

•  viability  of  management  plan 

•  commitment  to  local  jobs 
program 

(See  Section  Vn  of  RFP  for 
complete  list  of  evaluation  criteria) 


20/35  pomts 


22/35  pomts 


28/35  points 


C.  Financial  Feasibility  and  Terms  (30  points): 

Under  the  RFP.  up  to  30  out  of  100  pomts  were  allocated  to  '■financial  terms," 
This  cntena  pnmanh'  focuses  on  the  financial  feasibility  of  the  respondents"  proposals 
and  the  likely  fiscal  impacts  of  the  proposed  developments  to  the  City.  As  noted  in  its 
report.  BAE  identified  significant  issues  related  to  the  financial  feasibility  of  each  of  the 
three  development  proposals  beyond  the  lack  of  financial  capabilities  described  above. 

For  example,  as  noted  in  B.-\E"s  report.  DCP  provided  little  evidence  supporting 
the  marketability  of  its  core  concept  for  the  Old  Mint;  a  high-end  residence  club  in  a 
urban,  non-resort  location.  In  its  proposal  and  m  the  oral  inten'iews.  DCP  cited  the 
Philhps  Club  project  m  New  York  as  evidence  of  the  emerging  feasibility  of  this  concept. 
However,  BAE  discovered  that— after  6  years  of  marketing— only  one-third  of  the  units  m 
the  Phillips  Club  project  have  been  sold  as  residence  club  ownership  interests.  The  bulk 
of  the  project  is  being  operated  instead  as  a  hotel.  DCP  did  not  propose  any  extended 
hotel  use  for  the  Old  Mint  (only  a  very  shon-term  transitional  use,)  and  lacks  any 
demonstrable  experience  developing  or  managing  hotel  projects.  Thus,  it  is  not  clear  that 
if  DCP  experienced  marketing  and  sales  difficulties,  the  firm  has  the  ability  to  follow  the 
Phillips  Club  example. 


BAE  was  also  very  concerned  about  DCP's  plans  to  finance  the  seismic  costs  of 
the  project  through  the  use  of  Mello-Roos  bonds.  BAE  questioned  the  feasibility  of 
imposing  a  Mello-Roos  tax  burden  in  excess  of  $50,000  or  (3%  of  value)  on  each  share 
(double  the  typical  percentage  that  has  gained  acceptance  in  Northern  California  for 
projects  using  Mello-Roos  financing  ),  as  DCP  proposes.  The  effect  of  shifting  such  a 
large  tax  burden  to  purchasers  of  "shares"  in  the  project  is  to  increase  the  actual  cost  of 
each  share  to  over  $220,000.  Since  DCP  failed  to  prove  and  BAE  could  not  identify 
market  data  supporting  a  $170,000  per  share  price,  DCP's  assumption  of  an  effective 
share  price  of  $220,000  is  extremely  risky.  These  risks,  and  DCP's  corresponding  need 
to  pay  high  returns  to  attract  equity  investors  in  light  of  them,  makes  DCP's  failure  to 
identify  a  reliable  source  of  pre-development  funds  and  equity  even  more  troubling. 

SFMHS'  plans  for  financing  its  project  includes  a  combination  of  tax  credits, 
commemorative  coin  proceeds,  conventional  debt  repaid  from  project  rents,  state  and 
federal  grants  for  seismic  costs,  and  capital  fund  raising.  As  noted  in  the  BAE's  report, 
some  of  the  revenue  assumptions  underlying  SFMHS'  proposal,  such  as  museum 
attendance  and  resulting  ticket  revenues,  as  well  as  the  proceeds  of  a  commemorative 
coin  program,  may  be  overly  optimistic. 

More  fundamentally,  SFMHS'  proposal  carries  inherent  financial  uncertainty.  A 
large  portion  of  SFMHS'  funds  are  projected  to  come  from  charitable  donations  and 
government  grants,  neither  of  which  can  be  projected  with  certainty.  Without  clearer 
plans  for  raising  such  grant  and  charitable  funds,  the  financial  prospects  of  SFMHS' 
proposal  are  very  uncertain. 

LPR/Northem's  proposal  includes  a  combination  of  affordable  housing  and 
historic  preservation  tax  credits,  commemorative  coin  proceeds,  conventional  debt  repaid 
from  project  rents,  tax-exempt  bonds  for  affordable  housing,  state  and  federal  grants  for 
seismic  costs,  and  capital  fund  raising.  However,  because  LPR/Northem  provides  very 
minimal  information  regarding  the  proposed  development  and  operation  of  the 
numismatic  museum  that  would  cover  over  20,000  square  feet,  no  assumption  can  be 
made  regarding  the  gross  or  net  revenue  that  would  be  generated  by  such  a  museum  or  its 
ability  to  support  debt  financing  or  otherwise  contribute  to  building  operating  costs. 
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According  to  BAE,  this  results  in  the  need  for  a  significant  equity  contribution  of  over 
$20,000,000,  without  which  LPR/Northem's  project  is  not  likely  to  generate  enough 
money  to  support  the  types  of  financing  it  proposes.  Unfortunately,  LPR/Northem  has 
not  identified  a  means  of  closing  that  gap.  Also,  LPR/Northem's  assumption  that  the 
GSA  would  pay  for  the  project's  seismic  costs  was  inconsistent  with  the  RFP  and  deemed 
not  supportable  by  the  Review  Committee. 

Ultimately,  the  Review  Committee  concluded  that  all  three  proposals  raised 
significant  issues  regarding  financial  feasibility  and  that  the  magnitude  of  those  concerns 
were  fairly  equivalent.  DCP  was  given  a  slight  advantage  in  this  criterion  because  its 
project  ought  to  be  the  cheapest  to  build  and  because,  if  all  of  the  financial  uncertainties 
are  resolved  favorably,  it  potentially  offers  the  largest  "upside"  for  the  City.  (But  only  if 
the  City  receives  ground  lease  rent.  DCP's  proposal  calls  for  no  ground  lease  payments 
or  rent  participation  to  the  City.)  Final  scoring  of  these  criteria  was  as  follows: 


LPR/NORTHERN 

DCP 

SFMHS 

Financial  Terms 

20/30  points 

21/30  points 

19/30  points 

30  points 

Factors  include: 

•  overall  financial  feasibility 

•  reliability  of  funding  sources 

•  reasonableness  of  assumptions 

•  minimal  reliance  on  City  funds 

•  projected  revenues  to  City 

(See  Section  VII  of  RFP  for 
complete  list  of  evaluation  criteria) 
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IV.  Conclusion 


The  final  scoring  of  the  three  submittals  to  the  RFP  was  as  follows: 


LPR/NORTHERN 

DESTINATION 

CLUB 

PARTNERS 

SF  MUSEUM 
AND 

HISTORICAL 
SOCIETY 

Experience  and  Qualifications 

20/35 

20/35 

21/35 

35  points 

Factors  include: 

•  exp.  with  historic  renovation 

•  exp.  managing  historic  resources 

•  overall  business  ability 

•  key  personnel 

•  financial  capability 

(See  Section  VII  of  RFP  for 
complete  list  of  evaluation  criteria) 

Development  and  Management 
Plans 

20/35 

22/35 

28/35 

35  points 

Factors  include: 

•  public  use 

•  historic  preservation 

•  quality  of  proposed 
improvements 

•  viability  of  management  plan 

•  commitment  to  local  jobs 
program 

(See  Section  VH  of  RFP  for 
complete  list  of  evaluation  criteria) 
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LrK/IN  UK  1  rlbKTsI 

DbbiLNAliON 

CLUB 

PARTNERS 

SP  MUSEUM 
AND 

HISTORICAL 
SOCIETY 

Financial  Terms 

10/30 

21/30 

19/30 

30  points 

Factors  include: 

•  overall  financial  feasibility 

•  reliability  of  funding  sources 

•  reasonableness  of  assumptions 

•  minimal  reliance  on  City  funds 

•  projected  revenues  to  City 

(See  Section  VII  of  RFP  for 
complete  list  of  evaluation  criteria) 

Totals 

60/100 

63/100 

68/100 

As  noted  above,  the  Review  Committee  believes  that  SFMHS'  proposal  should  be 
selected  because,  all  other  things  being  equal,  it  offers  the  greatest  potential  benefit  for 
the  City,  its  citizens  and  visitors.  However,  in  light  of  the  financial  uncertainties 
involved  with  SFMHS'  proposal  and  the  need  for  extensive  refinements  to  its 
development  concept  to  address  the  Standards,  the  Review  Committee  also  recommends 
that  SFMHS'  exclusive  negotiating  rights  be  expressly  conditioned  on  SFMHS  meeting  a 
tight  schedule  with  specific  performance  milestones  for,  among  other  things, 
demonstrating  full  compliance  with  the  Standards  and  raising  sufficient  pre-development 
dollars.  If  SFMHS  is  not  able  to  provide  reasonable  assurances  of  success  as  the 
negotiations  and  entitlement  process  progresses  by  meeting  those  milestones  on  time,  the 
City  should  be  free  to  terminate  the  negotiations  with  SFMHS  and  pursue  other 
alternatives. 
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Appendix  A 


Memorandum 

To:      Hala  Hijazi,  Mayor's  Office  of  Business  and  Economic  Development 
Michael  Cohen,  City  Attorney's  Office 

From:  Janet  Smith-Heimer,  BAE 
Ron  Golem,  BAE 

Re:      Evaluation  of  Old  Mint  Proposals 

Date:  January  13,  2003  


Overview 

Three  submittals  were  received  by  the  City  from  the  following  organizations: 

■  Destination  Club  Partners,  a  for-profit  developer,  proposes  a  38  unit  high-end  residence 
club  development  that  would  be  sold  on  a  fractional  ownership  (i.e.,  timeshare)  basis, 
with  space  set  aside  on  the  ground  floor  for  a  yet  to  be  determined  public  use. 

■  Landair  Project  Resources  -  Urban  Initiatives  and  Northern  Real  Estate,  a  for-profit 
joint  venture  developer,  proposes  a  mixed-use  project  anchored  by  mixed-income  rental 
residential  units.  Other  uses  include  a  numismatic  museum  that  has  no  identified 
operator  or  business  plan,  and  office  or  retail  uses  with  tenants  that  are  yet  to  be 
identified  aside  from  a  small  coin  dealer. 

■  San  Francisco  Museum  and  Historical  Society,  a  non-profit  organization,  proposes  a 
mixed-use  project  anchored  by  a  new  Museum  of  the  City  of  San  Francisco.  Other 
tenants  include  a  relocated  Visitor  and  Convention  Bureau  Information  Center,  offices  for 
San  Francisco  Beautiful,  and  space  for  retail  and  restaurants,  including  a  restaurant  by 
Bradley  Ogden. 

BAE  reviewed  the  experience  and  background  of  each  Respondent,  assessed  its  development  and 
management  plans,  and  determined  each  proposed  project's  feasibility  and  the  Respondent's 
financial  capacity.  This  work  included  pro  forma  analysis  of  financial  feasibility  and  potential 
funding  gaps.  Assessment  of  historic  preservation  compliance  was  handled  by  Carey  & 
Company  Architecture,  historical  architects.  The  full  results  of  BAE' s  analysis  is  presented  in  the 
following  pages  and  appendices. 

Conclusions 

Review  of  the  Respondents'  experience  and  qualifications  shows  that  Destination  Club  Partners 
and  the  Landair  team  are  led  by  consultant  firms  with  no  development  track  record  of  completed 
projects  involving  their  own  equity  investment  or  assumption  of  development  risk.  The  Museum 
and  Historical  Society,  as  a  newly  formed  non-profit  organization,  does  not  have  development 
experience,  but  it  has  assembled  a  team  with  local  experience  to  undertake  its  proposed  project. 
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None  of  the  Respondents  provide  a  development  and  management  plan  that  fully  accomplishes 
the  City's  objectives.  The  Destination  Club  Partners  project  proposes  to  avoid  the  need  for  City 
financing  through  the  use  of  a  financing  technique  that  is  unlikely  to  succeed,  and  its  proposal 
provides  only  minimal  public  access  and  use.  The  Landair  team's  project  provides  more  public 
use,  and  the  Museum  and  Historical  Society's  project  is  primarily  public  oriented,  but  both  rely 
on  to-be -determined  sources  of  financing.. 

Analysis  of  Respondent  pro  formas  revealed  numerous  numerical,  mathematical,  and  assumption- 
related  inconsistencies  and  omissions.  All  Respondents  project  much  lower  costs  for  seismic 
retrofit  than  the  previous  General  Services  Administration  studies,  without  supporting 
documentation  for  these  lower  estimates.  Revenue  assumptions  were  also  not  supported  by 
submittal  materials.  Accordingly,  BAE  prepared  "conservative"  and  "optimistic"  pro  formas  to 
estimate  the  potential  range  of  equity/investment  shortfalls  for  each  project  (see  summary  below 
and  detail  in  attached  pro  formas).  For  the  "conservative"  pro  formas,  BAE  used  revenue  and 
cost  assumptions  per  BAE's  prior  feasibility  study,  including  the  over  $14  million  in  estimate 
seismic  retrofit  costs.  For  the  "optimistic"  pro  formas,  BAE  used  the  revenue  and  cost 
assumptions  provided  in  each  proposal,  adjusted  for  inconsistencies  and  known  constraints.  The 
pro  forma  analysis  results,  summarized  below,  show  that  the  Landair  and  Museum  and  Historical 
Society  projects  may  have  significant  financing  shortfalls.  Destination  Club  Partners  avoids  a 
shortfall  under  its  own  "optimistic"  scenario,  only  because  it  proposes  use  of  a  special  tax 
assessment  technique  to  shift  the  cost  of  seismic  retrofit  to  buyers  of  unit  shares.  This  technique 
effectively  adds  $50,000  to  the  required  share  sale  price  and  is  unlikely  to  achieve  market 
acceptance  (total  per-share  price  would  be  over  $220,000).  Among  the  three  proposals,  only 
Destination  Club  suggests  the  possibility  of  an  "upside"  profit  potential,  although  this  is  not 
proposed  to  be  shared  with  the  City. 

Conservative  Assumptions:   Optimistic  Assumptions: 
Estimated  Subsidy  Gap     Estimated  Subsidy  Gap 

Destination  Club  Partners  8.1%  return  on  costs^        49.7%  return  on  costs^ 

LPRTeam  ($27,765,775)  ($20,212,443) 

SF  Museum  &  Historical  Society  ($39,701,768)  ($19,691,550) 

Finally,  insufficient  information  was  provided  to  determine  each  Respondent's  capacity  to  obtain 
the  financing  it  identifies.  Sources  of  equity  for  those  projects  needing  private  investment  were 
not  identified.  This  is  a  significant  point  -  for  Destination  Club  Partners  and  LPR,  both  for-profit 
consulting  firms,  no  sources  of  equity  were  identified,  and  financial  statements  demonstrating 
capacity  were  not  submitted  despite  repeated  requests  by  the  City's  review  team. 


'  This  assumes  that  Destination  Club  Partners  is  successful  in  getting  purchasers  to  accept  the  additional 
costs  resulting  from  its  tax  assessment  financing  technique;  if  it  is  not  accepted  by  purchasers  the  project 
would  in  fact  face  a  substantial  subsidy  gap. 
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Summary  of  Old  Mint  RFP  Responses 


Destination  Club  Partners 

LPR  Team 

SF  Museum  &  Historica^ociety 

Team: 

Developer 

Consultants,  A&E, 
Contractor 

Destination  Club  Partners 
(developer) 

Resort  Design  Assoc  Architects 
Architectural  Resources  Group 
Guttman  &  Blaevoet 
Degenkolb  Engineers 
Swinerton  Builders 
David  Prowler 

Landair  Project  Resources 
Urban  Initiatives 
Northern  Real  Estate 
(development  joint  venture) 

Additional  land  use  and  builder  partners  - 
to  be  determined 

Perkins  Eastman  Architects 
MK  Think 

Building  Conservation  Assocs. 
Alfa  Tech 

Rutherford  &  Chekene 

Bello  &  Assocs.,  Development  by  Design 

SF  Museum  and  Historical  Society 
(developer,  museum  operator) 

19  firms  and  individuals,  including: 

James  Kllloran,  Project  Mgr. 

Robert  Mendelsohn,  Pre-Construction 

Patri  Merker  Architects 

Page  &  Turnbull 

Barry  Howard  Limited 

Hernandez  &  Assocs. 

Turner  Construction 

Coblentz,  Patch,  Duffy  &  Bass 

Pronn^pd  Uses 

Public  Uses 

10,000  sf  of  ground  floor  for 
nnuseum  use,  exhibition 

10,500  sf  of  exterior  gardens 
accessible  to  the  public 

1 8,000  sf  numismatic  museum  on  first  and 
second  floors  and  attic  level 

41 ,500  sf  City  Museum 

6,000  sf  U.S.  Mint  exhibits,  retail  store 

5,000  sf  main  SFVCB  Visitor  Center 

Retail 

None 

17,700  sf  retail/office  on  ground  floor 

10,500  sf  retail,  restaurant  on  ground  floor 

Office 

None 

(see  above) 

4,000  sf  offices  for  SF  Beautiful  and  other 
tenants  on  second  floor 

Residential 

32-36  for-sale  residential  units  sold 
on  fractional  ownership  basis; 
interim  hotel  operation 

43  rental  residential  units  on  l",  2"^,  attic 
floors:  22  market-rate  units;  21  affordable 
units  at  60%  AMI 

None 

Other 

Small  event  rooms  on  first  floor 

n/a 

Banquet  and  event  space  on  first  floor 

Tenants 

None  identified 

CA  Numismatic  Society  role  in  development 
of  numismatic  museum 

Museum  of  the  City  of  San  Francisco 
U.S.  Mint  (subject  to  Congress  review) 
Smithsonian  Affiliation  Program 
SF  Visitor  &  Convention  Bureau 
SF  Beautiful 

Lark  Creek  Restaurants  (Brad  Ogden) 

Total  Cost 

$37.9  -  $52.6  million  (m) 

$46.4  -  $51.2  million  (m) 

$45.9  -  $52.7  million  (m) 

Financing 

Public 

None 

$9.8  -  $14.6m  seismic  retrofit 

$7.8  -  $1 4.6m  for  seismic  retrofit 

Equity 

TBD  private  investors 
$4.7  m  historic  tax  credit 

$6.3  -  $7m  historic  tax  credit 
$4. 25m  commemorative  coin  issuance 
$1 .4m  capital  fundraising  campaign 
$500k  low-income  housing  tax  credit 
$1m  private  investor 

$6.5  -  $7.4m  historic  tax  credit 
$4.25m  commemorative  coin  issue 
$12m  capital  fundraising  campaign 

Debt 

Commercial  construction  loan 

$1 1 .7  -  $1 5. 1  m  commercial  debt  and 
affordable  housing  tax-exempt  bonds 

$1.3  -  $15.5m  commercial  debt 

Operations 

Cost  not  available. 
Funded  by  resident  fees 

$1 .4  million  per  year 
Funded  by  rents 

$3.1  -  $4.7  million  per  year 
Funded  by  rents,  fundraising 

Other  Features 

Redesign  Mint,  Jesse  Streets 

n/a 

Close  Jesse  St.  for  dining,  retail 
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Introduction  and  Background 

Old  Mint  Reuse  Planning 

The  U.S.  General  Services  Administration  (GSA)  has  agreed  upon  terms  for  conveyance  of  the 
historic  Old  Mint  building  to  the  City  and  County  of  San  Francisco.  The  City  in  tum  seeks  to 
establish  a  public/private  partnership  that  will  preserve  public  ownership  and  provide  appropriate 
public  access  to  the  building,  while  transferring  responsibility  for  its  rehabilitation  to  a  capable 
private  partner  who  can  generate  significant  private  funding  for  rehabilitation  and  future 
operations.  A  key  City  objective  is  avoiding  the  need  for  expenditures  from  the  City's  General 
Fund  for  the  Old  Mint.  City  staff  have  discussed  with  the  City's  Congressional  delegation  the 
potential  for  securing  federal  appropriations  for  part  or  all  of  the  seismic  retrofit  costs,  but  its 
availability  is  subject  to  passage  of  legislation  that  would  need  to  be  introduced  in  the  next 
session  of  Congress. 

The  Mayor's  Office  of  Economic  Development  (MOED)  in  conjunction  with  other  City  staff  is 
working  on  the  conveyance  and  reuse  of  the  Old  Mint.  The  Mayor  appointed  an  Old  Mint  Task 
Force  of  community  leaders  to  gather  public  input  and  opinion  and  to  provide  additional  expertise 
to  the  Mayor  and  the  Board  of  Supervisors  regarding  the  rehabilitation  and  reuse  of  the  Old  Mint. 
The  Task  Force  has  held  several  meetings  during  the  past  year  leading  up  to  a  competitive 
Request  for  Proposals  (RFP)  to  solicit  interests  from  potential  private  partners. 

Request  for  Proposals 

Bay  Area  Economics  (BAE)  was  retained  by  the  City  to  evaluate  the  feasibility  of  various  options 
for  reuse  of  the  Old  Mint.  BAE's  work  resulted  in  an  Old  Mint  Preliminary  Feasibility  Analysis 
report  (April  2002)  that  was  used  by  MOED,  City  staff,  and  the  Task  Force  in  the  preparation  of 
the  RFP  document.  The  BAE  report  looked  at  market  conditions  for  several  uses,  including 
offices,  hotels,  event  venues,  and  museums.  Using  its  research  and  previous  condition 
assessment  and  engineering  reports  prepared  by  GSA,  BAE  analyzed  the  financial  feasibility  of 
various  scenarios  for  mixed-use  development  on  the  four  levels  of  the  Old  Mint,  including  a 
major  or  smaller  museum,  retail  and  restaurant  uses,  offices,  boutique  hotels,  and/or  a  rental  event 
venue.  Potential  sources  of  outside  funding  were  also  evaluated,  including  grants,  tax  credits,  and 
bond  debt.  The  financial  analysis  found  that  all  of  the  potential  reuse  scenarios  have  a  "feasibility 
gap"  that  would  require  additional  sources  of  non-City  funding  for  the  project  to  proceed.  For- 
profit  development  projects  with  primarily  commercial  uses  would  require  a  one-time  source  of 
non-City  funding  to  close  a  feasibility  gap  arising  from  high  initial  rehabilitation  and 
development  costs.  Non-profit  museum  uses  would  face  an  ongoing  annual  shortfall  related  to 
bond  debt  for  development  costs  as  well  as  a  shortfall  between  generated  revenues  and  operating 
costs,  as  is  typically  the  case  for  cultural  institutions. 

MOED  prepared  a  RFP  seeking  a  developer  with  demonstrated  historic  preservation  and 
development  expertise  and  the  financial  capacity  to  redevelop  the  Old  Mint.  The  purpose  of  the 
RFP  is  to  select  an  entity  for  exclusive  negotiations  on  the  potential  terms  of  a  Disposition  and 
Development  Agreement  (DDA)  and  a  long-term  ground  lease  for  the  Old  Mint.  The  RFP 
identifies  multiple  goals  in  the  areas  of  historic  preservation,  public  use,  minimizing  need  for 
direct  City  funding,  and  meeting  community  hiring  objectives.  Each  respondent  to  the  RFP  was 
directed  to  provide  information  on  its  development  entity,  development  experience,  financial 
capacity,  business  relationships  with  potential  tenants,  management  plan,    proposed  financial 
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terms,  and  preliminary  development  concept.  The  RFP  establishes  three  primary  criteria  for 
evaluation  with  additional  sub  criteria.  The  three  primary  criteria  are:  experience  and 
qualifications  of  Respondent;  development  and  management  plans;  and  proposed  financial  terms. 

Summary  of  Responses 

One  response  was  received  by  the  original  deadline  of  August  30,  2002,  with  two  additional 
responses  received  by  the  extended  deadline  of  October  18,  2002,  from  the  following  teams: 

■  Destination  Club  Partners,  LLC; 

■  Landair  Project  Resources  -  Urban  Initiatives  and  Northern  Real  Estate  joint  venture 
team;  and 

■  San  Francisco  Museum  and  Historical  Society. 

Interviews  were  conducted  with  each  of  the  Respondents  between  October  and  October  BT' 
to  allow  each  team  to  describe  its  proposal  and  respond  to  questions  from  a  Review  Committee 
consisting  of  City  staff  assisted  by  BAE  and  Carey  &  Company  Architecture,  consultants  to  the 
Review  Committee.  In  order  to  clarify  issues  raised  during  the  oral  interview  process,  additional 
written  questions  were  subsequently  submitted  to  each  Respondent.  The  City  subsequently 
received  extensive  additional  information  from  each  Respondent  by  the  November  2P'  deadline 
for  responses  to  the  Supplemental  written  questions. 

The  table  following  the  executive  summary  at  the  beginning  of  this  evaluation  report  provides  a 
side  by  side  summary  comparison  of  key  aspects  of  the  three  responses,  based  on  information 
provided  by  the  Respondents  and  BAE's  analysis.  The  following  paragraphs  provide  a  brief 
summary  of  the  physical  development  program  for  each  Respondent,  incorporating  information 
provided  in  the  original  response,  during  interviews,  and  in  response  to  the  Supplemental  written 
questions.  The  next  section  of  this  report  assess  the  feasibility  of  each  response  and  each 
Respondent's  financial  capacity. 

Destination  Club  Partners,  LLC 

Destination  Club  Partners  provides  development  consulting  services  for  others  and  is  expanding 
its  business  to  act  as  a  developer  for  luxury  residence  club  projects.  The  residence  club  concept  is 
approximately  ten  years  old  and  was  created  to  provide  an  upscale  shared  ownership  opportunity 
for  high-income  households  that  are  not  interested  in  sole  ownership  of  a  second  home.  The 
residence  club  concept  is  distinguished  from  other  timeshare  or  interval  ownership  by  its  higher 
price  point  for  units,  higher  level  of  service,  smaller  number  of  owners  per  unit  (typically  eight  or 
less),  and  because  it  provides  each  owner  an  interest  in  the  ownership  of  the  property. 

For  the  Old  Mint,  Destination  Club  Partners  envisions  creating  32  to  38  residence  club  units  on 
the  ground,  first,  second,  and  attic  floors  of  the  Old  Mint,  with  a  rooftop  pool  and  exercise  room. 
Approximately  10,000  square  feet  of  the  ground  floor  on  the  Fifth  Street  side  of  the  building 
would  be  made  available  on  terms  to  be  identified  to  a  public  user,  such  as  a  museum,  that  is  also 
yet  to  be  identified  (Destination  Club  Partners  has  hired  David  Prowler,  a  local  development 
consultant,  to  assist  with  negotiations  with  prospective  cultural  organization  tenants).  Small 
meeting  rooms  on  the  first  floor  would  be  made  available  for  rent  on  a  reservation  basis  to  the 


public.  The  primary  entrance  to  the  residence  club  units  would  be  off  of  Mint  Street,  on  the  west 
side  of  the  building  via  a  new  private  entrance  that  would  be  built.  It  and  Jessie  Street  on  the 
north  side  of  the  Old  Mint  would  be  narrowed  and  heavily  landscaped  to  provide  private 
courtyards  for  ground  floor  residence  club  units  as  well  as  a  visual  amenity  for  neighbors  and 
passers  by.  Exterior  improvements  around  the  Old  Mint  would  also  create  approximately  10,500 
square  feet  of  public  accessible  garden  areas. 

Landair  Project  Resources  -  Urban  Initiatives/Northern  Real  Estate 

Landair  Project  Resources  (LPR)  provides  owner's  representation  and  technical  support  in 
predevelopment,  financing,  development,  and  operations  for  community  and  economic 
development  and  real  estate  development  projects  in  the  northeastern  U.S.  The  firm  has 
extensive  experience  with  a  range  of  performing  arts  facilities  and  cultural  facilities  in  the  New 
York  area.  Urban  Initiatives  is  a  consulting  firm  that  provides  technical  assistance  for  the 
development  of  housing  for  low-  to  moderate-income  households  and  special  needs  populations. 
These  two  firms  have  established  a  joint  venture.  Northern  Real  Estate  is  an  Oakland-based 
MAVBE  firm  providing  real  estate  development  consulting  and  management  services  that  is 
acting  as  the  LPR  team's  local  joint  venture  partner  for  redevelopment  of  the  Old  Mint.  The  LPR 
team  is  currently  in  the  process  of  adding  a  local  land  use  attorney  and  builder  to  its  team  to 
strengthen  its  capability. 

For  the  Old  Mint,  the  LPR  team  envisions  creating  a  mixed-use  development  project  anchored  by 
a  mixed-income  rental  residential  project  consisting  of  43  dwelling  units  (22  market-rate  units,  21 
affordable  units  for  households  earning  no  more  than  60  percent  of  the  Area  Median  Income)  that 
would  be  located  on  part  of  the  1^'  floor,  the  entire  2°'*  floor,  and  the  attic  level  enlarged  through 
additions  consistent  with  historic  preservation  requirements.  A  numismatic  museum  whose 
development  would  involve  the  California  Numismatic  Society  would  occupy  approximately 
18,000  square  feet  on  the  Fifth  Street  side  of  the  first  floor  and  the  central  area  of  the  ground 
floor.  A  combination  of  retail  and  office  uses  would  occupy  approximately  17,700  square  feet  on 
the  perimeter  area  of  the  ground  floor;  this  area  includes  glass  pavilion  additions  on  three  sides  of 
the  ground  floor.  The  LPR  team  believes  that  a  number  of  coin  retailers  and  related  businesses 
would  be  interested  in  the  retail  and  office  space;  its  response  contains  one  letter  from  National 
Collector's  Mint,  Inc.,  expressing  interest  in  1,000  square  feet  of  space. 

San  Francisco  Museum  and  Historical  Society 

The  San  Francisco  Museum  and  Historical  Society  is  a  new  non-profit  corporation  created  this 
year  by  the  merger  of  the  San  Francisco  Historical  Society  and  the  Museum  of  the  City  San 
Francisco.  The  organization  is  the  City's  officially  designated  history  museum.  The  organization 
has  over  1,500  members  and  is  a  sponsor  of  the  Barbary  Coast  Historic  Trail,  operates  City 
Museum  exhibits  in  the  South  Light  Court  of  City  Hall,  and  provides  online  education  on  San 
Francisco  history  among  its  activities.  The  Society  is  advised  by  the  San  Francisco  Museum  and 
Historical  Society  Advisory  Committee  that  was  created  by  the  Board  of  Supervisors  earlier  this 
year  to  publicly  discuss  and  make  recommendations  to  the  Board  of  Supervisors  and  Fine  Arts 
Museums  Board  regarding  a  range  of  issues,  including  but  not  limited  to  the  management  and 
potential  merger  of  City  history  collections;  the  type  of  relationship  between  the  City  and  the 
Society  that  would  best  serve  to  ensure  the  continuing  existence,  financial  stability  and  success  of 
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the  Society;  the  identification  of  permanent  exhibition  venue(s)  for  the  Society's  collection  and 
funding  for  such  venue(s);  and  sources  of  potential  financial  support  for  the  Society. 

For  the  Old  Mint,  the  Society  is  proposing  to  create  a  mixed-use  development  that  would  be 
anchored  by  an  expanded  Museum  of  the  City  of  San  Francisco  occupying  approximately  41,500 
square  feet  spread  throughout  all  floors  of  the  building,  with  the  primary  exhibit  areas  on  the  attic 
level  where  the  roof  would  be  raised  consistent  with  historic  preservation  standard  to  create  a 
fully  useable  floor.  Special  exhibits  would  also  be  located  in  an  enclosed  ground  floor  courtyard 
area  created  by  restoration  of  the  historic  central  courtyard.  Exhibits  arranged  through  the 
affiliations  program  of  the  Smithsonian  Institution  would  be  located  on  the  first  floor  of  the 
building,  along  with  smaller  exhibit  areas,  reception,  banquet  and  reception  rooms,  and  a  gift 
shop.  The  first  floor  would  also  contain  5,000  square  feet  for  the  main  San  Francisco  Visitor  and 
Convention  Bureau  Information  Center,  which  would  be  relocated  from  its  current  location  in 
Hall  idle  Plaza.  The  second  floor  would  also  contain  4,000  square  feet  for  the  offices  of  San 
Francisco  Beautiful  and  other  community  non-profit  organizations.  The  U.S.  Mint  would  occupy 
6,000  square  feet  on  the  ground  floor  for  exhibits  and  its  retail  store.  The  balance  of  the  ground 
floor  would  be  occupied  by  10,500  square  feet  of  retail  and  restaurant  uses,  including  a  restaurant 
to  be  operated  by  the  Lark  Creek  Restaurant  Group  (Bradley  Ogden). 

Pro  Forma  Analysis  and  Financial  Capacity  Evaluation 

Each  development  proposal  was  evaluated  in  terms  of  its  financial  feasibility,  in  order  to  provide 
the  City  with  an  overall  assessment  of  financial  risk  in  terms  of  the  proposal  needing  to  request 
grant  funding  from  public  or  private  entities  (i.e.,  federal,  state,  sources,  or  philanthropic  sources). 
During  the  course  of  this  financial  analysis,  BAE  also  reviewed  all  development  assumptions 
made  by  each  proposer,  including  particularly  optimistic  assumptions  by  some  of  the  proposals 
regarding  the  costs  of  seismic  retrofitting  and  other  key  variables.  To  compensate  for  very 
optimistic  financial  assumptions  in  some  of  the  submittal  materials,  BAE  also  developed  an 
alternate  "conservative"  pro  forma  for  each  project,  adjusting  for  key  variables  based  on  more 
conservative  assumptions  from  BAE's  own  financial  feasibility  study  of  the  Old  Mint  reuse.  The 
following  describes  the  key  findings  from  the  financial  analysis  for  each  proposal. 

It  should  be  noted  that  the  development  of  the  pro  formas  described  below  also  entailed 
considerable  effort  to  identify  key  financial  assumptions  for  all  three  proposals.  BAE  identified 
extensive  mathematical  errors,  inconsistencies  between  the  original  submittals  and  follow-up 
supplemental  materials  submitted,  and  other  gaps  in  financial  information  for  all  three  proposals. 
Wherever  possible,  BAE  selected  the  more  recent,  more  complete,  or  more  documented  of  the 
inconsistent  information  items,  generally  leading  to  the  more  favorable  assumption  in  each  case. 

Destination  Club  Partners 

For  this  proposal,  two  key  financial  variables  significantly  affects  the  financial  feasibility  outlook 
of  the  project:  the  source  of  equity  and  the  method  proposed  to  finance  seismic  retrofit  costs  using 
a  Mello-Roos  or  other  tax  assessment  mechanism. 

The  development  proposal  appears  to  obtain  all  or  most  of  its  equity  investment  from  historic 
preservation  tax  credits,  yet  these  credits  will  require  some  form  of  other  equity  investment  to 


meet  "economic  interest"  tests  of  the  IRS.  Moreover,  historic  preservation  tax  credits  are  not 
typically  available  to  owner-occupied  residential  projects,  although  there  may  be  methods 
available  to  the  developer  to  create  intermediaries  in  this  case,  given  the  nature  of  the  shares  sold 
to  individual  buyers. 

The  sources  of  funds  submitted  indicates  $7.2  million  in  equity,  calculated  as  a  percent  of 
development  costs  (rather  than  an  amount  needed  to  support  a  construction  loan  and/or  other 
bridge  or  permanent  financing).  The  prospective  historic  preservation  tax  credit  partner 
submitted  a  letter  indicating  a  potential  for  approximately  $5  million  in  net  tax  credit  proceeds 
that  could  be  available  for  the  project.  Thus,  the  source  of  the  remaining  $2.2  million  of  equity 
(assuming  that  lenders  and  the  IRS  would  all  be  able  to  accept  this  structure)  is  not  demonstrated. 
Furthermore,  no  pre-development  costs  or  sources  of  funding  for  pre-development  activities  were 
mentioned  in  the  developer  proposal.  In  the  interview,  Destination  Club  Partners  indicated  that  it 
has  access  to  investors  who  could  provide  equity,  however,  the  proposal  did  not  provide  financial 
statements  for  the  Destination  Club  Partners  LLC  entity,  or  any  other  business  entity,  leading  to 
an  unclear  conclusion.  Moreover,  it  should  be  noted  that  the  Destination  Club  Partners  LLC 
qualifications  presented  to  the  City  of  San  Francisco  during  the  RFP  process  are  either  consultant 
engagements  or  to-be-built  projects  for  which  the  City  has  received  no  information^. 

Moreover,  the  built  examples  of  Destination  Club  Partners  experience  provided  in  the  submittals 
and  discussed  during  the  interview  involved  Destination  Club  Partners  and  its  principals  only  in 
an  unidentified  consultant  role. 

The  second  important  financial  variable  for  this  project  is  the  proposal  to  finance  all  seismic 
retrofit  costs  outside  of  the  project's  development  budget  using  a  technique  such  as  Mello  Roos, 
which  creates  a  tax  assessment  district  and  passes  the  cost  forward  to  the  buyers  of  the  unit  on  its 
tax  bill  each  year.  BAE  roughly  estimated  the  amount  of  tax  assessment  that  would  be  needed  to 
cover  the  costs  of  seismic  retrofit  at  the  level  of  cost  assumed  by  BAE  in  its  prior  feasibility  study 
(i.e.,  $14.6  million).  Use  of  this  financing  technique  is  more  typical  in  suburban  single  family 
subdivisions,  has  proliferated  throughout  California.  The  individual  owner  of  the  real  property 
(in  this  case,  shares  of  a  unit)  pays  an  annual  tax  assessment  equal  to  the  debt  service  on  a  bond 
issue  created  to  fund  the  improvements.  For  the  Destination  Club  Partners  project,  a  rough 
calculation  indicates  that  the  increase  in  total  capitalized  cost  would  be  approximately  $50,000 
per  share,  resulting  in  a  true  economic  share  sale  price  of  over  $220,000.  This  high  level  of 
additional  tax  assessment,  which  by  law  must  be  disclosed  to  each  buyer,  would  likely 
dramatically  reduce  marketability  and  sales  of  the  project  shares. 

It  should  be  also  be  noted  that  even  if  an  equity  source  were  demonstrated,  and  the  seismic 
retrofit  costs  were  financed  from  the  project,  another  significant  challenge  of  this  proposal  from  a 
financial  standpoint  is  the  underlying  marketability  of  the  residential  club  concept,  especially  at 
the  price  point  assumed  by  the  developer.  There  are  no  comparables  in  the  San  Francisco 
marketplace  to  support  the  assumption  of  over  $171,000  per  share,  with  eight  shares  sold  per  unit. 


^  Based  on  discussion  with  the  identified  prospective  construction  financing  entity  (Textron  Financial),  it 
appears  that  one  project  for  which  DCP  served  as  a  consultant  on  Phase  I  may  involve  DC?  as  a  developer 
on  a  to-be-built  20  unit  Phase  II. 


resulting  in  304  "owners"  of  the  38  actual  residential  units.  Research  regarding  the  developer's 
"comparable"  in  the  proposal,  the  Phillips  Club  in  New  York  City,  indicated  that  this  project  has 
absorbed  only  approximately  1/3'^'^  of  the  available  shares  (in  a  92  unit  residence  club  project)  in 
more  than  six  years  of  marketing. 

B AE  prepared  a  "conservative"  pro  forma  assuming  that  the  cost  of  the  seismic  retrofit  was  bom 
by  the  project  itself,  rather  than  from  a  Mello  Roos  (see  Table  1,  Appendix  B).  Under  this 
scenario,  the  project  returns  less  than  10  percent  of  costs  to  the  developer,  which  generally  would 
not  indicate  a  financially  feasible  project.  At  this  level  of  return,  the  project  would  likely  need  to 
be  restructured  and/or  obtain  grants  or  other  sources  of  public  funding  to  create  a  feasible, 
financeable  project  structure.  BAE  also  prepared  an  "optimistic"  scenario  (Table  2,  Appendix  B). 
Under  the  "optimistic"  scenario,  this  project  yields  extremely  high  returns  to  the  developer,  in 
excess  of  5 1  percent  on  costs.  However,  achievement  of  this  high  level  of  return  is  likely  very 
risky,  given  the  relatively  high  sale  price  points,  the  lack  of  demonstrable  marketability  of  this 
product  concept  in  San  Francisco  (at  any  price),  and  the  presumed  pass-through  of  the  seismic 
retrofit  at  a  tax  assessment  rate  that  would  likely  not  be  acceptable  to  the  buyers  of  the  unit 
shares. 

LPR  Team 

This  project  relies  on  several  obtainable  sources  of  financing  to  help  subsidize  the  mixed  use 
project.  First,  the  developers  are  proposing  to  issue  a  commemorative  coin,  similarly  to  the 
process  proposed  by  the  San  Francisco  Museum  and  Historical  Society.  Based  on  BAE  research, 
an  estimated  $4.25  million  in  net  coin  surcharge  proceeds  appears  feasible  (based  on  personal 
communications  with  Senator  Feinstein's  staff  and  City  correspondence  with  the  U.S.  Mint),  and 
has  been  used  as  the  assumption  in  this  project  as  well.  Next,  this  project  proposes  to  utilize 
historic  preservation  tax  credits  -  in  the  pro  formas  shown  herein,  the  amount  of  tax  credit  net 
proceeds  has  been  estimated  by  BAE  from  its  prior  study,  a:djusted  for  the  development  costs  of 
this  project  (the  submittal  did  not  detail  amount  of  tax  credit  expected).  Third,  this  project 
assumes  obtaining  a  Low  Income  Housing  Tax  Credit  (LIHTC),  which  fits  with  the  mix  of 
affordable  and  market  rate  rental  units.  The  amount  of  equity  derived  from  the  LIHTC  has  been 
estimated  by  BAE. 

The  key  variable  which  bears  uncertainty  from  a  financial  standpoint  for  this  proposal  is  the 
amount  of  seismic  retrofit  costs.  Thus,  BAE  developed  a  "conservative"  pro  forma  (see  Table  3, 
Appendix  B),  using  the  $14.6  million  cost  from  prior  studies,  and  an  "opfimistic"  pro  forma  (see 
Table  4,  Appendix  B),  using  the  proposal's  estimate  seismic  retrofit  cost  of  $9.8  million. 

Under  the  conservative  scenario,  this  project  is  able  to  support  approximately  $11.67  million  in 
permanent  loans,  leaving  an  equity/investment  gap  of  $27.7  million  that  would  need  to  be  funded 
from  other  sources  not  identified  in  the  proposal  (e.g.,  grants  or  federal  or  state  sources).  This 
amount  of  unfunded  equity/investment  drops  to  $20.2  million  under  the  optimistic  scenario,  due 
to  lower  seismic  retrofit  costs  as  well  as  a  slightly  lower  cost  of  debt  from  a  developer-assumed 
affordable  housing  bond  source.  It  should  be  noted  that  no  documentation  or  verbal  description 
was  provided  by  this  team  to  support  the  seismic  retrofit  costs  assumed  in  the  proposal. 
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It  should  also  be  noted  that  a  key  challenge  of  this  proposal,  which  results  in  the  large 
equity/investment  gap,  is  the  lack  of  an  identified  museum  entity  or  operator,  and  a  subsequent 
lack  of  museum  rent  revenue  (the  original  submittal  assumed  $625,000  in  annual  rent  payments 
from  an  unidentified  museum  organization  for  the  21,500  square  feet  of  space  allocated  to  a 
museum  use),  but  this  rent  revenue  to  the  developers  was  eliminated  in  the  subsequent  submittal 
in  response  to  reviewer  questions.  Furthermore,  the  proposal  relies  upon  GSA  funding  for 
seismic  retrofit,  while  GSA  has  indicated  to  City  staff  that  no  such  funding  will  be  available, 
which  increases  the  potential  need  to  rely  upon  additional  public  or  private  funding  sources  for  all 
or  part  of  the  seismic  retrofit  costs. 

In  sum,  this  project  carries  a  high  degree  of  risk  in  terms  of  needing  additional,  unidentified 
sources  of  funding.  It  is  not  likely  that  the  project  proposers  have  other  internal  equity  or  debt 
sources.  No  financial  statements  were  provided,  and  a  review  of  the  partners'  normal  businesses 
indicates  that  all  three  entities  function  as  consultants  to  public  or  public/private  development 
projects  rather  than  as  developers,  suggesting  limited  investment  or  equity  funds. 

San  Francisco  Museum  and  Historical  Society 

This  proposal  had  two  key  variables  which  differed  substantially  from  the  prior  BAE  feasibility 
analysis  of  redevelopment  of  the  Old  Mint,  and  were  thus  considered  very  optimistic.  The  first 
related  to  the  cost  of  seismic  retrofitting.  The  BAE  study  based  its  cost  assumptions  on  review  of 
two  earlier  seismic  retrofit  studies  conducted  for  this  property,  resulting  in  an  updated  estimate  of 
over  $14.6  million  to  construct  the  retrofit  improvements.  However,  based  on  a  more  modem 
core  drilling  technique  proposed  by  the  Society,  it  estimates  the  cost  in  its  proposal  as  $7.8 
million.  When  asked  to  substantiate  this  much  lower  cost,  the  Society  indicated  that  this 
technique  had  been  used  on  other  historic  buildings,  although  the  team  did  not  cite  sufficient 
evidence  to  demonstrate  the  amount  of  cost  savings  by  using  this  technique  for  the  Old  Mint. 

Thus,  the  conservative  pro  forma  (see  Table  5,  Appendix  B)  relies  on  the  prior  BAE  seismic 
retrofit  cost  estimate,  while  the  optimistic  pro  forma  (see  Table  6,  Appendix  B)  uses  the  Society's 
estimate. 

Second,  the  Society  has  indicated  very  optimistic  attendance  projections  for  its  new  museum, 
totaling  over  350,000  person  per  year.  This  attendance  would  be  approximately  double  that  at  the 
City  Museum  of  New  York,  and  higher  than  most  local  attractions  of  comparable  size.  While  an 
outstanding  new  museum  may  attract  higher  attendance  than  industry  norms,  it  is  not  a  certainty. 
Thus,  BAE's  attendance  assumptions  of  105,000  persons  per  year  were  used  in  the  conservative 
pro  forma,  and  the  proposal's  assumptions  were  used  in  the  optimistic  pro  forma. 

Another  factor  is  the  inability  to  support  the  Society's  projection  that  it  will  be  able  to  obtain  $14 
million  in  net  proceeds  from  the  sale  of  an  Old  Mint  commemorative  coin  by  the  U.S.  Mint.  The 
Society  provided  in  its  second  submittal  a  copy  of  the  draft  legislation  that  would  be  introduced 
by  Senator  Feinstein  to  authorize  the  sale  of  the  commemorative  coin.  That  legislation  authorizes 
a  total  of  $8.5  million  in  surcharges.  According  to  a  November  21,  2002  letter  to  the  City  from 
Daniel  Shaver,  Chief  Counsel  of  the  U.S.  Mint,  based  on  the  five  most  recent  commemorative 
coin  programs,  the  average  disbursement  to  recipients  was  approximately  50  percent  of  the 
authorized  maximum  surcharge  amount.  Therefore  the  potential  net  proceeds  from  an  Old  Mint 


commemorative  coin  pursuant  to  the  proposed  legislation  would  be  approximately  $4.25  million, 
which  is  the  figure  that  BAE  has  used  in  both  the  conservative  and  optimistic  pro  forma  (this 
same  figure  was  also  used  for  the  commemorative  coin  proceeds  in  the  LPR  team's  proposal). 
Subsequent  communication  with  Senator  Feinstein's  staff  has  confirmed  BAE's  calculation  of  the 
maximum  authorized  surcharge.  Staff  indicated  that  the  Senator  is  willing  to  change  her 
proposed  legislation  to  authorize  the  sale  of  more  coins  and  thus  a  larger  amount  from  the 
surcharge,  however  potential  sales  are  a  function  of  market  interest  and  it  is  not  possible  at  this 
point  to  estimate  whether  there  would  be  sufficient  market  support  for  additional  sales.  Mr. 
Shaver's  letter  also  noted  that  since  passage  of  the  Commemorative  Coin  Reform  Act  of  1996, 
the  typical  commemorative  coin  program  has  provided  for  a  maximum  surcharge  of  $5  million^. 

Taken  together,  the  range  of  conservative  and  optimistic  assumptions  yield  a  broad  range  of 
bottom  line  findings  for  the  Museum.  Under  the  conservative  pro  forma,  with  BAE's  seismic 
retrofit  costs  and  attendance  estimates,  this  proposal  carries  a  substantial  degree  of  financial  risk. 
Total  net  operating  income  would  support  a  small  amount  of  debt  service  of  approximately  $1.3 
million,  which  could  come  from  bond  or  conventional  sources.  Due  to  the  lack  of  supportable 
debt  from  operations,  this  scenario  means  that  the  Society  would  then  need  to  seek  over  $39.7 
million  of  funding  from  a  mix  of  philanthropic  contributions,  grant  funds,  and/or  other  sources  of 
public  subsidy  (including  any  federal  or  state  funds  specifically  appropriated  or  provided  for 
seismic  retrofit).  This  is  a  similar  situation  to  most  public  museums  developed  today  around  the 
U.S. 

Under  the  optimistic  pro  forma,  which  assumes  a  lower  seismic  retrofit  cost  and  the  high 
attendance  levels  per  the  Society's  proposal,  about  $15.4  million  of  development  cost  would  be 
supportable  by  debt  sources,  resulting  in  a  need  for  the  developers  to  still  seek  $19.8  million  in 
funding  from  a  mix  of  philanthropic  contributions,  grant  funds,  and/or  other  sources  of  public 
subsidy  (including  any  federal  or  state  funds  specifically  appropriated  or  provided  for  seismic 
retrofit). 

Submittal  Evaluation  per  RFP  Criteria 

BAE  reviewed  the  information  presented  by  each  Respondent  in  its  original  submittal,  the 
interview,  and  the  second  submittal  for  responsiveness  to  the  evaluation  criteria  set  forth  in  the 
RFP.  Appendix  A  at  the  end  of  this  evaluation  report  contains  BAE's  summary  using  the 
language  in  each  Respondent's  proposal  on  how  it  responded  to  the  evaluation  criteria  and  sub 
criteria,  organized  in  table  format  to  allow  comparison  between  Respondents.  As  shown  in 
Appendix  A,  only  the  SF  Museum  and  Historical  Society  response  was  fully  responsive  to  all  of 
the  criteria  and  sub  criteria,  while  the  material  submitted  by  Destination  Club  Partners  and  the 
LPR  team  had  multiple  omissions.  BAE's  review  identified  the  following  strengths  and 
weaknesses  relative  to  the  RFP  criteria. 


^  Mr.  Shaver's  letter  also  noted  the  U.S.  Mint's  support  for  redevelopment  of  the  Old  Mint  but  that  as  an 
agency  of  the  Treasury  Department  it  cannot  at  this  time  support  any  particular  plan  or  role  in  a  project.  It 
is  receptive  to  business  opportunities  associated  with  reuse  of  the  Mint,  including  a  potential  retail  outlet, 
museum,  or  visitor  center,  but  any  such  action  would  require  the  Mint  to  confer  with  the  Treasury 
Department  and  the  Congress. 


Experience  and  Qualifications  of  Respondents 

Destination  Club  Partners.  Destination  Club  Partners  has  extensive  experience  as  a  development 
consultant  in  the  design,  sales,  and  marketing  of  residence  club  projects  throughout  the  U.S.  In 
the  interview,  Destination  Club  Partners  identified  two  projects  where  it  has  acted  as  a  developer 
rather  than  a  consultant:  one  20  unit  residence  club  project  that  it  is  to-be-completed,  and  another 
$25  million  residence  club  project  in  Calistoga  that  it  is  developing  with  Olympic  Real  Estate.  It 
would  act  as  a  developer  on  its  proposed  Old  Mint  project.  With  the  exception  of  the  Phillips 
Club  in  New  York  City,  where  Destination  Club  Partners  acted  as  a  consultant  to  the  developer. 
Millennium  Partners,  all  of  the  residence  club  projects  that  Destination  Club  Partners  has  been 
involved  with  have  been  in  resort  destinations  rather  than  urban  settings  such  as  San  Francisco. 
Destination  Club  Partners  projects,  either  the  larger  number  where  it  is  a  consultant  or  the  two 
projects  where  it  has  indicated  it  will  have  a  development  role,  typically  involve  new  construction 
and  do  not  involve  public/private  partnerships  or  ground  leases  of  public  property,  or  the  creation 
of  job  projects  to  benefit  economically  disadvantaged  persons  and  minority/women  owned 
business  enterprises. 

While  Destination  Club  Partners  does  not  have  significant  experience  in  historic  preservation  or 
public/private  partnership,  members  of  its  architectural  and  engineering  team,  including 
Architectural  Resources  Group,  Guttman  &  Blaevoet  (mechanical),  and  Degenkolb  Engineers 
(structural)  have  such  experience. 

The  number  of  projects  where  Destination  Club  Partners  has  a  development  role  is  limited  and 
recent  enough  that  no  conclusions  can  be  made  regarding  its  development  track  record.  While 
Destination  Club  Partners  stated  that  it  would  be  able  to  raise  sufficient  equity  (25  percent  of 
development  costs)  from  its  investors,  no  financial  statements  were  provided  or  other  information 
to  support  this  statement,  making  it  impossible  to  make  any  conclusions  regarding  Destination 
Club  Partners' s  financial  capacity. 

No  project  schedule  or  other  information  was  provided  to  establish  Destination  Club  Partners' s 
understanding  of  the  regulatory  approval  process. 

LPR  Team.  The  members  of  the  LPR  team  have  extensive  experience  acting  as  consultants  in 
various  roles  related  to  the  development  and  operation  of  performing  arts  and  cultural  facilities, 
as  well  as  affordable  housing.  The  projects  where  the  LPR  team  has  acted  as  a  consultant  include 
historic  preservation  projects  and  those  operating  in  complex  regulatory  environments.  The 
team's  experience  with  performing  arts  and  cultural  facilities  is  with  projects  in  the  New  York 
area,  while  its  affordable  housing  experience  includes  projects  there  and  in  the  Bay  Area.  Aside 
from  one  person  who  was  the  developer  for  a  non-profit  affordable  housing  development,  the 
LPR  team  does  not  have  experience  acting  as  a  developer  on  projects.  As  it  noted  in  its  second 
submittal,  the  LPR  team  recognizes  that  it  needs  to  expand  its  development  team  to  include  a 
local  land  use  attorney  and  a  builder.  While  several  names  are  mentioned  with  whom  the  LPR 
team  has  initiated  discussions,  and  other  parties  are  noted  as  unable  to  be  mentioned  at  this  time, 
no  decision  on  adding  team  members  has  been  made. 
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The  LPR  team  has  assembled  a  consulting  team  of  firms  with  extensive  local  experience  in 
architectural  and  engineering  work  on  historic  structures  and  complex  projects,  including  projects 
owned  by  public  agencies. 

San  Francisco  Museum  and  Historical  Society.  The  Society  is  a  new  non-profit  organization 
created  from  the  merger  of  the  former  San  Francisco  Historical  Society  and  Museum  of  the  City 
of  San  Francisco,  and  has  only  limited  experience  in  the  operation  of  exhibit  space.  As  is 
typically  done  by  small  non-profit  organizations  seeking  to  develop  major  facilities,  the  Society 
has  assembled  a  consultant  team  that  can  provide  the  necessary  expertise.  This  team  includes  Jim 
Killoran,  a  consultant  currently  serving  as  the  Asian  Art  Museum's  project  manager  for  the 
development  of  its  new  facility  in  the  Civic  Center.  Other  members  of  the  Society's  team  have  a 
wide  range  of  experience  with  historic  and  significant  buildings  and  projects  that  involve  public 
agencies  and  complex  approval  processes.  The  Society  envisions  a  major  capital  campaign  to 
raise  necessary  funds  and  is  working  with  its  directors  and  the  Advisory  Committee  established 
by  the  Mayor  and  the  Board  of  Supervisors  to  conduct  initial  fundraising  for  predevelopment 
expenses,  followed  by  a  major  capital  campaign  for  the  Old  Mint  project. 

While  the  Society's  development  experience  and  capability  is  less  definitive  than  what  would  be 
expected  of  a  for-profit  developer,  it  is  as  much  as  can  be  expected  from  a  small  non-profit 
organization  that  is  at  this  stage  of  creating  a  development  project  for  a  new  cultural  facility.  The 
range  of  expertise  of  the  team  members  and  the  caliber  of  the  work  that  has  been  done  to  date 
suggests  that,  subject  to  effective  oversight  and  direction  from  the  Society's  Executive  Director 
and  Board  members  and  adequate  fundraising  for  predevelopment  expenses,  the  Society  could 
have  a  strong  potential  to  successful  implement  its  plans  for  redevelopment  of  the  Old  Mint. 

Development  and  Management  Plans 

City  staff  and  other  consultants  evaluated  the  extent  to  which  development  and  management 
plans  address  City  goals  for  historic  preservation  and  public  use.  BAE's  evaluation  for  this 
criterion  focused  on  the  proposed  business  operations  and  satisfaction  of  other  City  objectives  for 
development  and  management. 

Destination  Club  Partners.  Destination  Club  Partner's  proposed  project  would  have  minimal 
public  use  with  public  access  restricted  to  a  portion  of  the  ground  floor  for  a  museum  or  cultural 
use  yet  to  be  determined.  No  information  is  provided  on  a  community  hiring  program.  It  is 
unclear  whether  or  not  this  type  of  fractional  or  interval  ownership  of  a  residential  unit  would  be 
subject  to  City  requirements  for  the  provision  of  affordable  housing. 

LPR  Team.  No  information  was  provided  by  the  LPR  team  in  its  proposal  regarding  proposed 
programming,  operations,  or  the  feasibility  of  its  proposed  numismatic  museum,  and  no 
conclusions  can  be  made  as  to  its  viability  or  the  potential  for  it  to  provide  significant  capital 
contributions  towards  the  project  or  generate  support  for  operating  costs.  The  LPR  team  has  one 
member.  Northern  Real  Estate,  that  is  a  minority-  and  woman-owned  business  enterprise,  and 
many  of  the  consultants  on  its  team  are  also  MAVBE  firms. 

SF  Museum  and  Historical  Society.  The  Society  has  provided  a  comprehensive  schedule  for 
implementation  of  its  development  plan.  Hernandez  and  Associates,  consultants  with  extensive 
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experience  in  community  job  creation  and  outreach  programs  in  San  Francisco,  would  be  retained 
to  create  jobs  for  San  Francisco  residents  and  opportunities  for  minority-  and  women-owned 
business  enterprises.  The  Society's  addition  of  the  CAC  Group,  an  experience  real  estate 
management  firm,  would  give  it  the  capacity  to  ensure  appropriate  long-term  management  of  the 
redeveloped  Old  Mint. 

Proposed  Financial  Terms 

Destination  Club  Partners.  Destination  Club  Partners  would  require  a  99-year  ground  lease,  a 
considerably  longer  term  than  requested  by  any  other  Respondent,  and  Destination  Club  Partners 
would  provide  no  ground  rent  or  participation  rent  to  the  City.  In  the  second  submittal. 
Destination  Club  Partners  identified  that  its  required  Internal  Rate  of  Return  (IRR)  is  a  minimum 
of  30  percent,  which  is  considerably  higher  than  required  by  developers  of  other  project  types; 
this  high  return  requirement  would  impact  its  ability  to  pay  ground  rent  or  participation  rent  to  the 
City. 

LPR  Team.  The  LPR  team  does  not  identify  a  proposed  term  for  the  ground  lease;  the  financing 
tools  it  proposes  to  use  would  require  at  least  a  39-year  term.  The  LPR  team  proposes  ground 
lease  payments  that  commence  at  $500,000  per  year  in  the  first  three  years  after  occupancy  of  the 
building,  with  an  increase  to  $600,000  annually  starting  in  Year  6,  and  then  a  20  percent  increase 
in  ground  lease  payments  every  ten  years  thereafter.  In  addition  to  that  amount,  the  LPR  team 
proposes  participation  rent  payments  of  $500,000  per  year  to  the  City  once  the  project  has 
achieved  a  12.5  percent  Internal  Rate  of  Return  (IRR)  for  the  developer.  It  projects  that  the 
participation  rent  payments  would  commence  in  Year  6  after  the  project's  opening. 

SF  Museum  and  Historical  Society.  The  Society  proposes  a  66-year  ground  lease  term.  Based  on 
its  economic  analysis,  the  Society  expect  to  make  a  participation  rent  payment  to  the  City  equal  to 
five  percent  of  rental  revenues.  It  estimates  that  this  would  amount  to  $38,000  in  2006,  the  first 
year  that  the  Museum  would  be  open.  No  base  rent  is  proposed.  The  Society  would  also  be 
willing  to  make  annual  debt  service  payments  on  any  debt  incurred  by  the  City  to  support  seismic 
retrofit  and  life  safety  improvement  costs  (although  the  RFP  states  that  the  City  does  not  intend  to 
provide  such  financing).  While  the  amount  of  participation  rent  that  the  Society  proposes  is 
modest,  non-profit  cultural  facilities  in  public  facihties  typically  pay  little  or  no  rent  for  use  of  the 
space. 

Financial  Statements  and  Background  Clieck 

Of  the  three  Respondents,  only  the  San  Francisco  Museum  and  Historical  Society  submitted  the 
financial  statements  and  other  documentation  related  to  financial  capacity  that  was  requested  in 
the  RFP.  Because  the  Society  is  a  newly  merged  organization,  it  submitted  financial  statements 
for  its  predecessor  non-profit  organizations.  The  combined  financial  statements  show  combined 
annual  revenues  of  approximately  $200,000  and  a  net  worth  of  approximately  $100,000. 
Destination  Club  Partners  provided  a  letter  from  a  construction  lender  on  another  project  in  which 
it  was  involved  and  a  letter  from  a  furn  that  would  be  interested  in  purchasing  historic 
preservation  tax  credits  associated  with  the  Old  Mint,  while  the  LPR  team  did  not  provide  any 
information. 


Credit  reports  were  obtained  from  Dun  and  Bradstreet  for  Destination  Club  Partners  and  Landair 
Project  Resources,  the  lead  member  of  the  LPR  team.  Both  credit  reports  indicated  no 
deficiencies.  No  credit  report  was  available  for  the  Society  because  it  is  a  newly  created 
organization. 

BAE  reviewed  the  qualifications  for  each  team  and  attempted  to  contact  at  least  two  of  those 
qualifications  to  determine  the  experience  of  those  organizations  with  the  Respondent  (for 
Destination  Club  Partners,  BAE  contacted  the  prospective  construction  lender  and  tax  credit 
purchaser). 

Destination  Club  Partners 

BAE  contacted  Donald  Thiesen,  an  Assistant  Vice  President  at  Textron  Financial  Corporation, 
who  wrote  a  letter  dated  April  28,  2000  on  the  terms  and  conditions  of  a  construction  loan  for  the 
second  phase  of  a  residence  club  project  in  Fort  Collins,  Colorado.  Destination  Club  Partners 
was  involved  in  the  project  by  Textron  when  it  had  to  foreclose  on  the  developer.  Mr.  Thiesen 
indicated  that  Destination  Club  Partners  was  very  successful  in  turning  the  project  around  and 
creating  a  significant  profit  for  Textron  and  for  itself.  The  second  phase  of  the  Fort  Collins 
project  has  been  successful.  Textron  has  also  worked  with  Destination  Club  Partners  on  other 
projects  and  considers  them  to  be  one  of  the  few  groups  that  its  Resorts  division  has  worked  with 
that  has  performed  beyond  expectations 

Mr.  John  Medinger,  Vice  President  at  Chevron  TCI,  a  purchaser  of  tax  credits,  was  contacted  by 
BAE  regarding  the  November  21,  2002  letter  he  wrote  to  Destination  Club  Partners  on  its  interest 
in  potentially  purchasing  the  historic  preservation  tax  credits  that  would  be  generated  by  the  Old 
Mint.  Mr.  Medinger  indicated  that  they  have  not  previously  worked  with  Destination  Club 
Partners,  but  his  organization  likes  the  proposed  project  and  is  interested  in  it.  Chevron  TCI  has 
previously  purchased  tax  credits  for  timeshare  projects  but  not  for  a  residence  club  project  similar 
to  what  is  proposed  by  Destination  Club  Partners.  Although  the  share  of  ownership  offered  by  a 
residence  club  may  create  complications  in  obtaining  the  tax  credits  (because  regulations  require 
retention  of  the  ownership  interest),  he  was  confident  that  as  the  transaction  proceeds  tax 
attorneys  would  be  able  to  find  a  way  to  successfully  address  any  potential  issue. 

LPR  Team 

BAE  contacted  the  New  York  Historical  Society  regarding  work  that  Landair  Project  Resources, 
the  member  of  the  LPR  team,  has  done  for  it.  The  New  York  Historical  Society  is  in  the  fourth 
phase  of  a  construction  project  funded  by  the  City  of  New  York  to  rehabilitate  its  gallery  spaces 
and  offices  (the  current  phase  is  for  $7.3  million).  Landair  has  provided  owner's  representative 
services  on  all  four  phases,  and  all  phases  of  the  construction  project  have  been  completed  on- 
time  and  on-budget.  This  project  has  been  particularly  complex  because  of  the  range  of 
requirements  imposed  by  City  funding,  and  Landair  has  done  a  good  job  of  shepherding  the 
project  so  that  those  requirements  are  met. 

The  Battery  Park  Conservancy  in  New  York  City  was  contacted  regarding  work  that  Landair  did 
for  it  on  the  renovation  of  Castle  Clinton  in  Battery  Park.  This  is  a  project  that  seeks  to  restore  a 
historic  use  of  the  facility  as  a  performing  arts  venue  along  with  a  range  of  other  public  uses,  and 
is  funded  by  a  $6  million  TEA -21  grant.  Landair  provided  initial  architectural  program  feasibility 


work  to  assess  the  potential  for  performing  arts  use.  The  Conservancy  was  satisfied  with  the 
work  that  Landair  performed. 

San  Francisco  Museum  and  Historical  Society 

BAE  attempted  to  contact  Ms.  Emily  Sano,  Executive  Director  of  the  Asian  Art  Museum, 
regarding  its  experience  working  with  Jim  Killoran  as  its  project  manager  for  redevelopment  of 
the  former  Main  Library  into  its  new  home.  Ms.  Sano  has  been  travehng  out  of  the  country  and 
BAE  has  not  yet  been  able  to  reach  her. 
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Appendix  B 

13  January  2003 


Ms.  Hal  a  Hijazi 
Project  Manager 

Mayor's  Office  of  Economic  Development 
1  Dr.  Carlton  B.  Goodlett  Place 
Suite  448 

San  Francisco,  California  94102 
Dear  Ms.  Hijazi: 

Enclosed  please  find  our  report  containing  an  evaluation  of  the  Old  Mint  Proposals  and  their 
approach  to  historic  preservation  of  the  Old  Mint  Building.  Carey  &  Co.  is  pleased  to  review 
these  proposals  and  to  offer  our  professional  opinion  regarding  this  important  San  Francisco 
historic  resource.  Please  do  not  hesitate  to  direct  any  questions  you  may  have  to  me. 

Sincerely, 


Alice  Carey 
President 
Carey  &  Co.  Inc. 


Main  Office: 


Old  Engine  Co.  N°  2,  460 
415.773-0773  f. 


Bush  Street  San 
415  .773-1773 


Francisco,   CA  94108 
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Evaluation  of  Old  Mint  Request  for  Proposals  for  Compliance  with  Historic  Preservation 

Introduction 

The  Mayors  Office  of  Economic  Development  (MOED)  of  the  City  and  County  of  San  Francisco  issued 
a  Request  for  Proposals  (RFP)  for  development  of  the  San  Francisco  Old  Mint  located  at  88  Fifth 
Street.  One  of  the  primary  goals  of  the  City  is  to  rehabilitate,  preserve  and  enhance  the  Old  Mint. 
Toward  this  end  the  City  is  seeking  a  development  proposal  that  is  sensitive  to  the  historic  features 
and  qualities  of  the  Old  Mint.  The  project  must  comply  with  the  National  Preservation  Act  and  be 
consistent  with  the  Secretary  of  the  Interior's  Standards  for  the  Treatment  of  Historic  Properties 
(the  Standards).  The  City  expects  the  project  to  be  eligible  for  federad  historic  preservation  tax 
credits,  which  require  approval  by  the  National  Park  Service. 

The  terms  of  the  Programmatic  Agreement  (PA)  call  for  a  Historic  Preservation  Consultant.  Carey  & 
Co.  has  been  retained  in  that  capacity  to  assist  the  City  in  reviewing  the  responses  to  the  RFP. 
Carey  &  Co.  reviewed  each  proposal  for  compliance  with  the  Steuidards  only.  The  Review  Committee 
in  making  a  final  recommendation  to  the  Old  Mint  Task  Force  will  use  this  report.  The  Review 
Committee's  evaluation  will  include  historic  preservation,  financial  feasibility,  and  overall  project 
goals.  This  evaluation  will  be  presented  to  the  Old  Mint  Task  Force,  who  will  in  turn  make 
recommendations  to  the  Mayor  and  the  Board  of  Supervisors. 

Three  teams  responded  to  the  RFP.  The  proposals  were  reviewed  and  interviews  conducted  in 
October  of  2002  by  the  Review  Committee,  BAE  economic  consultants,  and  Carey  &  Co.  Each  team 
subsequently  responded  to  additional  questions  the  following  month.  Carey  &  Co.'s  opinions 
pertaining  to  team  qualifications  and  project  concept  are  presented  below  along  with  conclusions. 

Experience  and  Qualifications 

Destination  Club  Partners 

Destination  Club  Partners  specialty  is  member-owned  residence  clubs  housed  in  new  construction. 
In  general,  this  respondent  develops  newly  constructed  resorts  and  does  not  develop  historic  projects. 
They  did  not  demonstrate  experience  in  managing  historic  resources,  historical  projects,  historic  tax 
credits  or  National  Historic  Landmarks.  The  respondent's  lead  designer.  Resort  Design  Associates, 
presented  new  construction  (sometimes  within  older  buildings),  but  did  not  demonstrate  experience 
with  National  Historic  Landmarks. 

The  project  consulting  team  (Architectural  Resources  Group,  Degenkolb  Engineers,  Guttmann  & 
Blaevoet)  demonstrated  experience  with  National  Landmeu-k  and  historic  buildings.  The  team  added 
Swinerton  Builders  as  a  pre-construction  Contractor,  who  has  demonstrated  historic  building 
experience. 

LPR/Northern 

LPR/Northern  is  a  team  comprised  of  three  partners.  Of  the  three.  Northern  demonstrates 
experience  on  the  historic  Sunflower  House.  Landair  Project  Resources  (LPR)  has  worked  on 
numerous  historic  theaters  in  New  York  edthough  not  as  a  developer,  but  as  an  owner's 
representative.  No  experience  was  demonstrated  in  managing  historic  resources,  historic  tax  credits, 
or  National  Historic  Landmarks.  The  prime  architect,  Perkins  Eastman,  did  demonstrate  experience 
with  significant  historic  buildings  but  not  with  National  Historic  Lzmdmarks.  Perkins  Eastman 
added  two  members  to  the  project  team  with  historic  experience,  but  did  not  indicate  the  extent  or 
capacity  of  involvement. 
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The  project  consulting  team  (Building  Conservation  Associates)  and  Rutherford  &  Chekene) 
demonstrated  National  Landmeirk  and  historic  building  experience.  The  team  did  not  include  a 
Contractor. 

San  Francisco  Museum  &  Historical  Society 

San  Francisco  Museum  and  Historical  Society  is  a  non-profit  corporation  comprised  of  two  partners, 
the  Museum  of  the  City  of  San  Francisco  and  the  San  Francisco  Historical  Society.  They  have  no 
previous  development  experience,  therefore  none  with  historic  projects.  They  did  not  demonstrate 
experience  in  managing  historic  resources,  historical  projects,  historic  tax  credits  or  National 
Historic  Landmarks.  Patri  Merker,  the  prime  architect,  has  a  portfolio  of  historic  buildings,  but  did 
not  demonstrate  experience  with  National  Landmarks. 

The  project  consulting  team  (Page  &  Turnbull,  Architectural  Resources  Group,  Forell  Elsesser 
Engineers,  and  Murphy  Burr  Curry)  demonstrated  National  Landmark  and  historic  building 
experience.  The  team  added  Turner  Builders  as  a  pre-construction  Contractor,  who  has 
demonstrated  historic  building  experience. 

The  table  below  summarizes  the  experience  and  qualifications  of  the  three  teams: 


gPERiENCE  &  Qualifications  of  Developer  &  Team 


Destination  Club  Partners 

LPR/UI  Northern 

Museum  &  Historical 
Society 

Developer  exp.  w/ 
iistorical  Projects 

Did  not  demonstrate 
experience 

LPI  demonstrated 
extensive  experience,  but 
in  capacity  as  owners 
representative  rather  than 
developer 
More  qualified 

Did  not  demonstrate 
experience 

Developer  exp.  w/ 
nanaging  historic 
esources 

Did  not  demonstrate 
experience 

Similar  qualifications 

Did  not  demonstrate 
experience 

Similar  qualifications 

Did  not  demonstrate 
experience 

Similar  qualifications 

Developer  exp.  w/  Historic 
'ax  Credit 

Did  not  demonstrate 
experience 

Similar  qualifications 

Demonstrated  limited 

experience 

More  qualified 

Did  not  demonstrate 
experience 

Similar  qualifications 

Developer  exp.  w/ 
Secretary  of  the  Interior's 
Standards 

Did  not  demonstrate 
experience 

Similar  qualifications 

Did  not  demonstrate 
experience 

Similar  qualifications 

Did  not  demonstrate 
experience 

Similar  qualifications 

Developer  experience  w/ 
National  Historic 
jandmarks 

Did  not  demonstrate 
experience 

Similar  qualifications 

Did  not  demonstrate 
experience 

Similar  qualifications 

Did  not  demonstrate 
experience 

Similar  qualifications 

Vime  ArchitecVLead 
)esigner  experience  w/ 
National  Historic 
landmarks 

Did  not  demonstrate 
experience 

Similar  qualifications 

Did  not  demonstrate 
experience 

Similar  qualifications 

Did  not  demonstrate 
experience 

Similar  qualifications 

'eaun  experience  w/ 
National  Historic 
landmarks 

Demonstrated  experience 
Similar  qualifications 

Demonstrated  experience 
Similar  qualifications 

Demonstrated  experience 
Similar  qualifications 

'eam  qualifications  & 
xperience  w/  historic 
uildings 

Sound  qualifications 
including  contractor 

Sound  qualifications, 
however 

did  not  include  contractor 
Less  qualified 

Sound  qualifications 
including  contractor 
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Conclusion:  Developer  Qualifications 

The  three  respondents  have  similar  development  experience  with  managing  historic  resources, 
historic  tax  credits,  and  use  of  the  Secretary  of  the  Interior's  Standards.  The  LPR/UI  Northern 
developer  and  prime  architect  had  more  experience  with  historic  buildings,  but  the  LPR  experience 
was  as  an  owner's  representative,  rather  than  as  a  developer.  Destination  Club  Partners  and  the 
San  Francisco  Museum  and  Historicad  Society  both  had  contractors  experienced  with  major 
historical  projects.  LPR/Northem  did  not  include  a  contractor. 

Each  team  is  distinctive.  All  teams  presented  qualified  consultants  who  brought  experience  in 
historic  building  to  the  team.  When  taken  as  a  whole,  all  respondents  have  a  similar  level  of 
expertise  in  the  area  of  historic  preservation. 

Project  Design  Review  for  Compliance 

The  Programmatic  Agreement  between  the  GSA,  the  Advisory  Council  on  Historic  Preservation,  the 
California  State  Preservation  Officer  and  the  City  and  County  of  San  Francisco  regarding  the 
conveyance,  rehabilitation  and  preservation  of  the  Old  U.S.  Mint  requires  the  all-physical  or 
structural  alterations  to  the  property  are  consistent  with  the  Standards.  Below  each  preliminary 
development  concept  is  reviewed  for  compliance,  followed  by  recommendations  in  areas  requiring 
modifications.  This  section  includes  a  summary  chart  showing  each  Standard  in  a  row  with  a  brief 
critique  of  each  development  concept. 

Destination  Club  Partners 

The  time  share/hotel  use  proposed  by  this  respondent  creates  minimal  change  to  the  buildings 
distinctive  materials,  features,  spaces,  and  spatial  relationships.  The  project  proposes  minor  changes 
to  the  interior  special  configurations,  thus  leaving  the  structure  largely  intact.  The  project  does  not 
alter  original  window  and  door  locations,  which  is  unusual  in  an  adaptive  reuse  project.  Some 
additional  interior  partitions  are  required,  for  example  where  bathrooms  are  added  to  the  units,  but 
the  proposed  modifications  are  historically  appropriate. 

One  area  of  concern  is  the  proposal  to  lower  the  ceilings  throughout  the  building.  A  second  area  of 
concern  is  the  roof  top  swimming  pool,  which  may  require  major  structural  modifications  to  the 
building  below. 

The  only  addition  proposed  is  a  porte  cochere.  It  is  appropriate  in  that  it  is  separate  and 
differentiated  from  the  original  structure,  and  is  located  on  a  minor  elevation.  As  shown  in  the 
rendering,  it  does  have  the  potentied  of  creating  a  false  sense  of  historical  development  rendering  it 
historically  inappropriate.  At  the  same  time  it  is  reversible,  so  the  structure  could  easily  be  returned 
to  its  original  integrity  in  the  future. 

No  structural  scheme  was  presented,  thus  the  impact  of  structural  changes  on  the  historic  fabric  is 
unknown. 

Based  on  material  presented,  this  project  meets  the  Secretary  of  the  Interior's  Standards 
with  minor  concerns. 

Recommendations;    Destination  Club  Partners 

While  the  project  meets  the  Standards  as  purposed,  should  it  be  selected  and  move  forward  we 
recommend  the  following: 

•     Lower  the  ceilings  in  areas  of  new  construction  only  and  retain  original  ceiling  heights  in  historic 
spaces 
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•  Eliminate  the  roof  top  pool,  or  relocate  to  a  lower  level  to  mitigate  structural  changes. 

•  Review  porte  cochere  design  to  prevent  a  false  sense  of  historical  development 

•  Review  structural  scheme  as  it  is  developed  to  avoid  adverse  impact  on  historic  fabric 

LPR/NORTHERN 

The  residential,  retail,  and  museum  uses  will  retain  much  of  the  historic  fabric,  particularly  in  the 
museum  area. 

The  residential  conversion  as  presented,  however,  will  require  modification  to  historic  spaces.  The 
addition  of  an  elevator,  stairs,  and  the  retention  of  portions  of  the  non-original  floor  also  change  the 
courtyard  spatial  configuration. 

Several  additions  are  proposed.  The  rooftop  addition  is  residential  occupancy,  thus  it  should  not  pose 
major  structural  or  life  safety  modifications.  It  is  low,  set  back,  and  not  visible  from  the  street.  With 
the  exception  of  the  proposed  demolition  of  cast  iron  structural  roof  members,  it  appears  to  meet  the 
Standards.  The  proposed  shed  roof,  however,  is  not  a  historically  appropriate  configuration. 

If  no  major  structural  or  life  safety  changes  are  required  the  rooftop  addition  is  reversible.  However, 
the  proposed  removal  of  the  cast  iron  roof  members  will  be  difficult  to  reverse. 

The  other  additions  are  glass  pavilions.  They  are  indicated  in  plan,  but  the  design  has  not  been 
presented.  The  pavilions  have  the  potential  of  creating  a  false  sense  of  historical  development.  The 
glass  pavilions  are  reversible  so  the  structure  covild  be  easily  returned  to  its  original  integrity  in  the 
future. 

No  structural  scheme  was  presented,  thus  the  impact  of  structural  changes  on  the  historic  fabric  is 
unknown. 

Based  on  material  presented,  this  project  has  the  potential  to  meet  the  Secretary  of  the 
Interior's  Standards. 

Recommendations:  LPR/Northern 

Should  the  project  be  selected  and  move  forward,  to  meet  the  Standards,  we  recommend  the 
following: 

•  Redesign  residential  layout,  retaining  as  much  of  the  original  as  possible 

•  Design  residential  area  to  be  reversible 

•  Remove  elevator  and  stairs  fi-om  courtyard 

•  Retain  any  historic  fabric  removed  for  the  addition  and  retain  on  site 

•  Replace  the  shed  roofs  on  the  addition  with  flat  roofs 

•  Review  glass  pavilion  design  to  prevent  a  false  sense  of  historical  development 

•  Review  structural  scheme  as  it  is  developed  to  avoid  adverse  impact  on  historic  fabric 

San  Francisco  Museum  &  Historical  Society 

The  museum,  office,  retail  uses  will  retain  much  of  the  historic  fabric,  particularly  on  the  lower 
levels.  However  the  location  of  the  museum  in  the  attic  presents  serious  concerns.  The  conversion  of 
the  attic  to  a  public  assembly  space  may  require  major  structural  and  egress  modifications.  The 
occupancy  load  of  933  will  likely  require  a  continuous,  enclosed  stair  and  path  of  travel  to  the  exit 
rather  than  the  exiting  solution  presented. 

Much  of  the  historic  fabric,  including  the  original  ceiling,  will  be  retained.  The  modifications  to  doors 
and  windows  outlined  in  the  proposal  are  historically  appropriate.  However,  the  addition  of  two 
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elevators,  glass  bridges,  and  possible  exit  stairs  will  change  the  spatial  configuration  of  the 
courtyard 

The  proposed  new  roof  top  addition  was  described  but  not  illustrated  in  elevation;  therefore  the 
compatibility  cannot  be  determined.  The  section  indicates  an  18-foot  clear  height  in  the  attic 
addition.  A  lower  floor-to-floor  dimension,  thus  a  lower  roof,  may  be  more  appropriate.  It  is  unlikely 
the  roof  addition  is  reversible.  First,  the  original  roof,  including  cast  iron  members  will  be  removed. 
Second,  based  on  the  live  load  factor  and  assembly  occupancy,  major  structural  and  egress 
modifications  to  the  entire  structure  will  likely  be  necessary. 

The  other  additions  are  kiosks.  They  are  indicated  in  plan,  but  the  design  has  not  been  presented. 
The  kiosks  have  the  potential  of  creating  a  false  sense  of  historical  development.  The  kiosks  are 
reversible  so  the  structure  could  be  easily  returned  to  its  original  integrity  in  the  future. 

The  seismic  scheme  presented,  the  center  core  drilling,  is  a  historically  appropriate  solution. 

Based  on  material  presented,  this  project  requires  modification  to  meet  the  Secretary  of 
the  Interior's  Standards. 

Recommendations:     San  Francisco  Museum  &  Historical  Society 

Should  the  project  be  selected  and  move  forward,  in  order  to  meet  the  Standards  we  recommend  the 
following: 

•  Redesign  so  museum  is  located  on  lower  floor  to  accomplish  the  following: 

-  Eliminate  assembly  egress  required  throughout  the  building 

-  Eliminate  additional  live  load  required 

-  Eliminate  high  ceiling,  thus  lower  height  of  roof  top  addition 

-  Eliminate  bridge,  steiirs  and  elevator  at  the  courtyard 

•  Retain  any  historic  fabric  removed  for  the  addition  and  retain  on  site 

•  Review  kiosks  design  to  prevent  a  false  sense  of  historical  development 


Compliance  with  the  Secretary  of  the  Interior  standards 


Standards 

Museum  &  Historical 
Society 

Destination  Club  Partners 

LPR/UI  Northern 

Standard  1 

A  property  will  be  used  as 
it  was  historically  or  be 
given  a  new  use  that 
requires  minimal  change 
to  its  distinctive  materials, 
features,  spaces,  and 
spatial  relationships. 

1* 

Requires  modification 

Museum,  office,  retail  uses 
are  appropriate. 

However  locating  of  the 
museum  in  the  attic  is 
problematic.  The  attic 
space  conversion  to  an 
assembly  museum  may 
require  major  structural 
and  egress  modifications. 

Meets  the  Standard 

The  time  share/hotel  use  is 
appropriate  as  it  allows 
minimal  change  to  the 
buildings  distinctive 
materials,  features, 
spaces,  and  spatial 
relationships. 

The  one  exception  is  the 
roof  top  swimming  pool, 
which  may  require 
structural  modifications  to 
building. 

Potentially  meets  the 
Standard 

Residential,  retedl,  and 
museum  uses  are 
appropriate. 

However,  the  residential 
conversion  as  presented 
will  require  modification  to 
the  historic  spaces. 

I 
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Standard  2 

The  historic  character  of  a 
property  will  be  retained 
and  preserved.  The 
removal  of  distinctive 
materials  or  alteration  of 
features,  spaces,  and 
spatial  relationships  that 
characterize  a  property 
will  be  avoided. 

1 

1 

Requires  modification 

Much  of  the  historic  fabric, 
including  the  original 
ceiling,  will  be  retained. 
The  modifications  to  doors 
and  windows  outlined  in 
the  proposal  are 
appropriate.  The  seismic 
scheme  presented,  center 
core  drilling,  is  an 
appropriate  solution. 

However,  the  addition  of 
two  elevators,  glass 
bridges,  £md  possible  exit 
stairs  will  change  the 
spatial  configuration  of  the 
courtyard.  In  addition,  the 
occupancy  load  of  933  will 
likely  require  a 
continuous,  enclosed  stedr 
in  lieu  of  the  exiting 
solution  presented. 

Meets  the  Standard 

Distinctive  materials  and 
alteration  of  features, 
spaces,  and  spatial 
relationships  that 
characterize  a  property  are 
retained. 

Requires  modification 

Much  of  the  historic  fabric 
will  be  retained, 
particulEU-ly  in  the 
museum  area.  However 
modifications  to  corridors 
and  other  historic  spaces 
occur  in  the  residential 
areas. 

The  addition  of  an 
elevator,  stairs,  and  the 
retention  of  portions  of  the 
non-  original  floor  will 
change  the  spatial 
configuration  of  the 
courtyard. 

Standard  3 

Each  property  will  be 
recognized  as  a  physical 
record  of  its  time,  place 
and  use.  Changes  that 
create  a  false  sense  of 
historical  development, 
such  as  adding  conjectural 
features  or  elements  from 
other  historic  properties, 
will  not  be  undertaken. 

Potentially  meets  the 
Standard 

Compliance  cannot  be 
determined  at  this  time,  as 
the  design  is  preliminary. 
Material  presented  thus 
far  meets  this  standard. 

However,  Kiosk  designs, 
which  have  the  potential  of 
creating  a  false  sense  of 
historical  development, 
have  not  been  presented. 

Potentially  meets  the 
Standard 

Compliance  cannot  be 
determined  at  this  time,  as 
the  design  is  preliminary. 
Materiad  presented  thus 
far  meets  this  standard. 
The  porte  cochere,  located 
on  a  minor  elevation,  has 
the  potential  of  creating  a 
false  sense  of  historical 
development  as  shown  in 
the  rendering. 

The  design  Architect's 
projects  presented  in  the 
proposal  indicate  a 
propensity  toward  a  false 
sense  of  historical 
development,  which  will 
need  to  be  restrained 
should  this  development 
proposal  go  forward. 

PotentiaUy  meets  the 
Standard 

Compliance  cannot  be 
determined  at  this  time,  as 
the  design  is  preliminary. 
Materied  presented  thus 
far  meets  this  standard. 

However,  design  for  glass 
pavilions,  which  have  the 
potential  of  creating  a 
false  sense  of  historical 
development,  have  not 
been  presented. 
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Standard  4 

Changes  to  a  property  that 
have  acquired  historic 
significance  in  their  own 
right  will  be  retained  and 
preserved. 

Meets  the  Standard 

Compliance  cannot  be 
determined  at  this  time,  as 
the  design  is  preliminary. 

Material  presented  thus 
far  meets  this  standard. 

Meets  the  Standard 

Compliance  cannot  be 
determined  at  this  time,  as 
the  design  is  preliminary. 

Material  presented  thus 
far  meets  this  standard. 
Because  this  proposal 
requires  the  least  amount 
of  modification,  it  can 
more  easily  meet  this 
standard. 

Meets  the  Standard 

Compliance  cannot  be 
determined  at  this  time,  as 
the  design  is  preliminary. 

Material  presented  thus 
far  meets  this  stemdard. 

Standard  5 

Distinctive  features, 
finishes,  and  construction 
techniques  or  examples  of 
craftsmanship  that 
characterize  a  property 
will  be  preserved. 

Potentially  meets  the 
Standard 

Compliance  cannot  be 
determined  at  this  time,  as 
details  are  not  resolved. 
Material  presented  thus 
far  meets  this  standard 
with  the  exception  of  the 
proposed  demolition  of  cast 
iron  structural  roof 
members,  deemed 
significant  in  the  historic 
structures  report. 

Meets  the  Standard 

Compliance  cannot  be 
determined  at  this  time,  as 
the  design  is  preliminEiry. 
Material  presented  thus 
far  meets  this  standard. 
Because  this  proposal 
requires  the  least  amount 
of  modification,  it  can 
more  easily  meet  this 
standard. 

Potentially  meets  the 
Standard 

Compliance  cannot  be 
determined  at  this  time,  as 
details  are  not  resolved. 
Material  presented  thus 
far  meets  this  standard 
with  the  exception  of  the 
proposed  demolition  of  cast 
iron  structural  roof 
members,  deemed 
significant  in  the  historic 
structures  report. 

Standard  6 

Deteriorated  historic 
features  will  be  repaired 
rather  than  replaced. 
Where  the  severity  of 
deterioration  requires 
replacement  of  a 
distinctive  feature,  the 
new  feature  will  match  the 
old  in  design,  color, 
texture,  and,  where 
possible,  materials. 
Replacement  of  missing 
features  will  be 
substantiated  by 
documentary  and  physical 
evidence. 

Potentially  meets  the 
Standard 

Compliance  cannot  be 
determined  at  this  time. 
Thus  far  appropriate 
treatments  have  been 
recommended,  pending 
further  investigation  and 
testing. 

Potentially  meets  the 
Standard 

Compliance  cannot  be 
determined  at  this  time. 
Thus  far  appropriate 
treatments  have  been 
recommended,  pending 
further  investigation  and 
testing. 

Potentially  meets  the 
Standard 

Compliance  cannot  be 
determined  at  this  time. 
Thus  far  appropriate 
treatments  have  been 
recommended,  pending 
further  investigation  and 
testing. 
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Standard  7 

Chemical  or  physical 
treatments,  if  appropriate, 
will  be  undertaken  using 
the  gentlest  means 
possible.  Treatments  that 
cause  damage  to  historic 
materials  will  not  be  used. 

Potentially  meets  the 
Standard 

Compliance  cannot  be 
determined  at  this  time. 
Thus  far  appropriate 
treatments  have  been 
recommended,  pending 
further  investigation  and 
testing. 

Potentially  meets  the 
Standard 

Compliance  cannot  be 
determined  at  this  time. 
Thus  far  appropriate 
treatments  have  been 
recommended,  pending 
further  investigation  and 
testing. 

Potentially  meets  the 
Standard 

Compliance  cannot  be 
determined  at  this  time. 
Thus  far  appropriate 
treatments  have  been 
recommended,  pending 
further  investigation  and 
testing. 

Standard  8 

Archeological  resources 
will  be  protected  and 
preserved  in  place.  If  such 
resources  must  be 
disturbed,  mitigation 
measures  will  be 
undertaken. 

Not  applicable 

Not  applicable 

Not  applicable 

r 

Standard  9 

New  additions,  exterior 
alterations,  or  related  new 
construction  will  not 
destroy  historic  materials, 
features,  and  spatial 
relationships  that 
characterize  the  property. 
The  new  work  will  be 
differentiated  from  the  old 
and  will  be  compatible 
with  the  historic 
materials,  features,  size, 
scale  and  proportion,  and 
massing  to  protect  the 
integrity  of  the  property 
and  its  environment. 

Requires  modification 

The  proposed  new  roof  top 
addition  was  described  but 
not  illustrated  in 
elevation;  therefore  the 
compatibility  cannot  be 
determined.  Based  on  the 
section,  a  lower  floor-to- 
floor  height,  thus  a  lower 
roof,  may  be  more 
appropriate. 

Kiosks  are  proposed,  but 
the  design  has  not  been 
presented, so 

appropriateness  ceuinot  be 
determined  at  this  time. 

Meets  the  Standard 

The  only  addition  is  the 
porte  cochere,  which  is 
located  on  a  minor 
elevation  and  is  separate 
and  differentiated  from 
the  Old  Mint. 

Potentially  meets  the 
Standard 

The  proposed  new  roof  top 
addition  appears  to  meet 
the  Standards,  as  it  is  low, 
set  back,  and  not  visible 
from  the  street.  The 
proposed  shed  roof, 
however,  is  not  as 
appropriate  as  a  flat  roof. 

Glass  pavilions  are 
proposed,  but  the  design 
has  not  been  presented,  so 
appropriateness  cannot  be 
determined. 
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Standard  10 

New  additions  and 
adjacent  or  related  new 
construction  will  be 
undertaken  in  such  a 
manner  that,  if  removed  in 
the  future,  the  essential 
form  and  integrity  of  the 
historic  property  and  its 
environment  would  be 
unimpaired. 


Requires  modification 

It  is  unlikely  the  addition 
is  reversible.  First,  the 
original  roof,  including 
cast  iron  members  will  be 
removed.  Second,  based  on 
the  live  load  factor  and 
assembly  occupancy,  major 
structural  and  egress 
modifications  to  the  entire 
structure  will  be 
necessary. 

The  kiosks  are  reversible. 


Meets  the  Standard 

The  proposed  porte 
cochere  is  reversible. 


In  general  the  addition  is 
reversible.  However  the 
proposed  removal  of  the 
cast  iron  roof  members 
will  be  difficult  to  reverse. 

The  glass  pavilions  are 
reversible. 


Summary  of  complience  with  the  Standards 


Based  on  material  presented  the  projects  are  rated  as  follows: 

•  Destination  Club  Partners'  preliminary  development  concept  meets  the  Secretary  of  the 
Interior's  Standards  for  Rehabilitation. 

•  LPR/Northern's  preliminary  design  concept  has  the  potential  to  meet  the  Secretetry  of  the 
Interior's  Standards  for  Rehabilitation  if  modifications  are  made  to  the  interior  residential  area. 

•  San  Francisco  Museum  &  Historical  Society's  preliminary  development  concept  requires 
modification  on  both  the  interior  and  the  exterior  to  meet  the  Secretary  of  the  Interior's 
Standards  for  Rehabilitation. 

If  the  recommendations  listed  above  are  followed,  each  project  would  meet  the  Standards. 


